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EXECUTIVE SUMMARY

Planetary Ventures (“PV”), a subsidiary of Godgle Inc. (*Google”), is pleased to provide
the following proposal for Moffett Federal Airfield and Hangar One (“MFA™) assets. (bg
4

{b) (4)

+ Immediate capital investments in existing assets (b) {4)
o Re-siding and restcration of MHangar One, eliminating the Govemment's
requirement to fund the work () (4)
o Eg; E:; restoring Hangars Two & Three (b) (4}
(

h

. C)rfﬁtin'g new educational/museum space open to the public (b} (4)
{b) (4

(b (4)

+ Enhancing Golf Course for public play
(b) (4)

(b) (4)

Uss or disclosure of data contalnad on this sheet is subjact to the rastriction on the inside cover of this Praposal. Ovirview | Pags 1
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(b) (4)

(b} (4}

(b) (4)

() (4)

(b} (4)

Use or disclosure of data contained on this shaed i subject to the rastriciion on the Inside covar of this Proposal, Overvisw | Page 2
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(b) (4)

Offeror's Concept. The project will consist of re-siding Hangar One and utllizing the
internal space for research, testing, assembly, and development related to space,
aviation, rover/robotics and other emerging technologies. (b) (4)

_ the intent is to refurbish Hangars Two and Three and utilize
them for purposes similar to Hangar One. The Galf Course will be refurbished and
opened to the general public. (b} (4)

and In addition will provide for an educational and museum facility with surounding
gardens, integrated parking and cutdoor aviation exhibits.

(o) (4)

L) 4

Uza or disciosure of data cortalned on this sheet is subjeat o thae restriction on the Inskde cover of this Proposal, Overview |Page 3
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OFFEROR IDENTIFICATION

Offeror Name and Address

Planetary Ventures, LLC {(a Delawars limited liabifity company)
1600 Amphitheatre Parkway

Mountain View, CA 94043
(b} (4)

Liza or d'aciosure of data contained on this sheat is subjact io fhe resiriclion on the Inalde cover of this Proposal.

n Overview |Page 4
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(b} (4)
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(b) (4
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(b) (4)

Planetary Ventures, LLC, a subsidiary of Goagle Inc. (Offeror/Sponsor)
As the Offering entity, Planetaly Ventures, LLC is backed by the financial wherewithal of
Google Inc., the sole and managing member of Planetary Ventures. (b) (4)

Use or disclosurs of data contained on this sheel ia subject to the rsstrictan an the inaida covur of this Proposal, Section 1 | Page 2
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{b) (4)

AvPORTS (Airfield Opsrator)

Industry leaders in Airport Management, Facllity Management and Fixed Base Operations
services, AvPORTS will serve as Alrfield Operator for the Project Team (b) (4), (b) (7)(F)
(b) (4)

Use or d'aciasure of data contained on this sheet is subject to the restriction on the inside cover of this Proposal. Section 1 |[Page 3
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{b) (4), (b) (7)(F)

OB Sports (Golf Course Operator)
An exceptionally qualified team member, OB Sports will serve as Golf Course Operator for

the Planetary Ventures team, oversesing the operatior, management and maintenance of
the golf course. {b) (4)

Uss or disclosure of data contained on this sheet is subject to the restricior on the inside cover of this Proposal, Section 1 | Page 4
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(0) (4)

Use or d sclosure of data contained on this sheet [s subject to the restricion on the Inside cover of this Proposal. Sectlon 1 [Page 5
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Davetopment Team, Ky Personnel,
Expocrience and Past Performance

() ¢

Use ar d.sclosure of dala contained on this sheel Is subject to the restriction on the inside cover of this Propozal.
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Google Inc.

Google Inc. is & global technology company that provides a variety of services and products,
These include: search; consumer and enterprise productivity software such as Gmail,
Calendar, and Drive; Android operating system; Chrome browser and Chromebooks;
Google+ and Hangouts; Google Maps; Google Wallet; Google Play; Nexus tablets; online
advertising technologies such as AdWwords and AdSense; YouTube; and more,

{b){4)

Use or discinsure of data contained on this sheet ls subject b the resiriction on tha insids cover of this Proposal, Section 1 | Page 1
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{b) (4)
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{b) (4)
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Pages 19-176, Redacted in Full (b)(4}



{b) (4}

177

Scope of Development / Key Features of the Proposal

As part of this proposal, the Offerar will agree to undertake the following;

et

o Hangar One (See Hangar One detailed Scope below)

Re-side Hangar.One within two
yvears of receiving necessary

permits and approvals.

s Utilize Hangar One for research,
testing, assembly, and -
development related fo space, -
aviation, rover/robotics and other et
emerging technologies. 7 oe =

o Educational/Not-for Profit Museum =5 .
(b} (4) : . /
. @ 90,009 square R N il TONA T J '
-‘:"-.r:.t, s

feet of space for non-profit Lie “am.
education and museum
enterprise (b) (4)

—

o Hangars Two and Three

(&) (4)

the intent is to refurbish Hangars Two and Three and rant or
utilize them for purposes similar to Hangar One - research, testing, assembly,
and development related to space, aviation, roverirobotics and other emerging
technologies.

Rt Lyl g i i el e, o, o, T wa iy
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o Golf Course
* Refurbish the golf course and clubhouse utilizing eco-friendly techniques.
» Open the golf course for public use (b)(4)

o Evaluate and -implement additional upgrades to the golf course to further
enhance the golf experience.
(b) (4}

(b) (4),

{b) (7} (b} (4}, (6} (7)(F)
D) '

{b) (4)

The Offeror is committed to re-siding and rehabilitating Hangar One within two years of
receipt of permits, and rehabilitating Hangars Two and Three, aleng with the Airfield and

O C MU e L ; sedr Tl paph e P e o TR e Section 2 | Page 4
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{b) (4)
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Golf Course. {b) (4)

Hangar One Redevelopment - Detailed Scope

Hangar One Siding: ‘From its inception, Hangar One was conceived as a state-of-the-art,
futuristic facility on a grand scale. its design is functionai and underscored the emerging
science and industry of aviation and aeronautics in the 1930s. (b) (4)

The interior hangar structure will remain largely intact both
visually and structurally.

Seismic [ Structural: For the rehakilitation of Hangar One (as well as Hangars Two and
Three), thea Offeror will comply with the requirements of APD 8829.1 for seismic
performance requirements and upgrades. Seismic upgrades will be performed in a similar
fashion to the upgrades presented in NASA's Condition Assessment and Rehabilitation Plan
Hangar One dated, November 30, 2011. The Offeror's design team reviewed the document
and its assumptions, and has included provisions for work that include enhancement or
fortification and sirengthening of select structural steel members. The soil work will include
in-situ ground improvement without groundwater exiraction to mitigate potential soil
liquefaction under seismic events. As part of this work, portions of the slab-on-grade for the
hangar will be removed and replaced. Strengthening of steel members will include the
addition of angle structural shapes ‘o existing angle members. To preserve the original look
of the hangar steel construction, connections will be bolted together in a similar fashion as
the existing boltad connections.

vowadne yAmESs e b on bt SN S e AR R Section 2 | Page §
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{b) (4)

(0) (4)

(b) (4)

(b) (4), {b) (7XF)

{b) (4

(b) (4)

{b} (4}

™
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{b) (4)

181

Proposal Benefits / Meeting NASA's Goals

As summarized below, the Offeror’s proposal provides a combination of financial and other
benefits to NASA as well as the community at large:

o Financial

@

{b) (4)

Provides near and long term net financial proceeds to NASA viar:

Receipt of on-going annual rents for MFA.

Elimination of NASA's obiigation to continue funding MFA aperating costs.
Elimination of NASA's obligation to address the considerable deferred
maintenance items at the airfield, '
Elimination of the NASA/Navy abligation to re-side Hangar One.

o Environmental

(b} (4)

Contemplates the refurbishment and maintenance of the golf course utilizing eco-
friendiy techniques.
(b) (4)

o Historic Preservation and Other Public Benefits

=2t i S R

Provides for the immediate restorafion of Hangar One to include re-siding and
mainienance of its historic integrity.

Provides dedicated spacs for a non-profit user for a combination of educational,
assembly, and exhibition purposes.

(b) (4)

Opens the golf course to the general public.

(b) (4)

Provides critical and immediate investments to preserve / stabilize Hangars Two
and (b) (4)

T R N R T U2 - L S YN T RN 0 1 S 3 T Section 2 | Page 7
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{b) 4)

Hangar One will be
re-sided and rehabilitated within twe years of receiving necessary permits and approvals.
The proposal eliminates all direct and contingent financial, liability of NASA related to the
operation of MFA during the term of the lease. (b) (4)

This proposal offers a positive budget impact to the Govemment over the full 96 year term of
the initial lease and renewal periods (0) (4) This consists of annual guarantead, non-
contingent rent payments of (b} {4)

$21M/Year during the first renewal term, $21.5M/Year
during the second renewal term anc $22M/Year during the finai renewal term) and relieving

the Governmen! of its current operating and on-going expenses for the Airfield and Golf
Course (b) (4)

(b} {4
Key Asgsumptions
() (4)
Lo oores Bl Searf o 0 b T B FE N R e BT LR PR e o5 o e Section 2 | Page 8
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{b) (%)
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{b) (4)

DEVELOPHENT PHASING PLAN

The Development Phasing Plan for initial proposed improvements to MFA envisions three
separate but interconnected sets of projects: 1) hangar restoration and adaptive reuse; 2)
-airfield improvements; and 3) golf course enhancements.

(b} (4)

Hangar Restoration and Reuse

The most complex part of the work will be the hangar restoration. The initial focus of the

hangar redevelopment team will be the re-siding and restoration of the exterior structure of
Hangar Cne. (b} (4)

Once all necessary permits for the re-siding
and restoration of Hangar One are racelved {b) (4)

B L UL TS et sl Te bt B2 R A TR Sl T A T Section 2 | Page 10
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Hangar One re-siding and rehabilitation 14ill commence. (b) (4)

(b).(4), (b) (7X(F)

H L TR PN CUEC R BRIt S S F et el Suction 2 | Page 11
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(b) (4), (b) (7)(F)

Goki Coursze Improvemenis

() (4)

MAMAGEMENT AND. OPERATIE‘IG PLAN
Overall

(b) (4)

effort. Best-in-class companies have also been retained to provide on-going management
and operation of the Airfield (AvPORTS) and Golf Course (OB Sports), () (4)

(b} (4)

Hesob e oy & sv oo mdatay R ST TN fu Youdt ro s Sectien 2 | Page 12
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Pages 187-190, Redacted in Full (b)(4), b(7)(F)
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(b) (4}, (0) (7)(F)

The Golf Courza

{b) (@)

Overview of Planned Improvements to the Existing Operation: The manager will undertzke
the following improvements at the Golf Course:

2 PR A SR T S Rt £ € TSR T A Y- B TRRCT R S SRt L5~ ' Sacticn 2| Pags 17
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(b) (4}

(o) (4)

o Upgrade the presentation of signage, the exterior of the building, and the visual
image of the facility - initial improvements will include new paint inside and out fo
accompany new signs and fixtures.

(b) (4)
(
b
)
(
4
}
-
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(b) (4)

® @
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154-195

Pages 194-195, Redacted in Full (b)(4); b(7)(F)



(b) (4}, {b) (7)(F)

ENVIROMMENTAL MARRATIVE

{b) (4

196

. F P N Section 2 | Paga 22
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(o) (4)

L L

197
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Pages 198-199, Redacted in Full (b)(4)
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FACILITY AND SITE DESIGN NARRATIVE

"The approach to the adaptive reuse of MFA assets will respect the historic integrity of the
site and facllities that define its significance as an iconic symbot of Silicon Valley. (b) (4)

The project team will () {4)
re-side the hangar to restore its functional and
architectural integrity, and restore its use (b) (4) . The new
site design will reference original elements (such as mooring masts and landing circles) and.
will respect the industrial landscapa character of the airfisld as well as the cultural landscape
of the Historic District.

(b} (4}

Size/ Scope: The project will consist of re-siding the hangar and wutilizing the internal space
for research, testing, assembly, and development related to space, aviation, rover/robotics
and other emerging technologies. b){4)

(o) (4)
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202-203

Pages 202-203, Redacted in Full (b)(4)



204-209

Pages 204-209, Redacted in Full (b)(4), b(7)(F)
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Page 210, Redacted in Full (b)(4)
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Page 211, Redacted in Full (b)(d4), b{7)(F)
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Pages 212-221, Redacted in Full (b}{4)



222

GOOCLE INC's ANNUAL REPORTS

2012 Annual Report

Full text attached

2011 Annual Report

Avallable onlineat] o .- SRt Ot | cetaie anmal jepor,
2010 Annual Report

Available online af « [ 1 ret Lot e, g e £neim, fegert oot

Preposa ¢ Rispazement ond Cawratian o oL Facor st 2 "4

A ENUYAting a1 Aoptive Rouse of Hang. One



223

Hera’s to Lady Ada Lovelage,
In 1643, she foresaw the future of computing.



In 1843, Ada Lovelace imagined a machine capable of
extraordinary things, limited only by the creativity of its
programmer—nearly a century before the first computers
were built.

Ada was inspired by her colleague Charles Babbage's
Analytic Engine. She saw Babbage's engine as a machine
that could manipulate symbols in accordance with a set
of rules, but eloquently observed that the symbols could
extend well beyond numbers and equations:

The Analytical Engine weaves algebraic patterns just as the
Jacquard loom weaves flowers and leaves,

In collaboration with Babbage, she contributed step-by-step
mstructions for how the machine could calculate a sequence
of Bernoulli numbers. In effect, this was the world's first
published algorithm.

Ada imagined a device that could accomplish far more than
mathematics, She mused about its potential to compose music:

Supposing, for instance, that the fundamental relations

of pitched sounds in the science of harmony and of musical
composition were susceptible of such expression and
adaptations, the engine might compose elaborare and scientific
pieces of music of any degree of complexity or extent,

We salute Ada Lovelace as computing’s visionary founder and
hope she'd be proud of the world she inspired.
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Note About Forward-Looking Statements

This Annual Report on Form 10-K contains forward-locking statements within the meaning of the Private Securlties Litigatlon
Reform Act of 1995, These statements include, among ciner things, statements regarding:

*  the growth of our business and revenues and our expectations about the factors that influence our success and trends
in cur business;

» seasonal fluctuations in internet usage and traditicnal retail seasonality, which are likely to cause fluctuations In our quartarly
results;

*  our plans to continue to invest in systems, facflitizs, and Infrastructure, to Increase in our hiring and provide competitive
compensation programs, as well as to continLe cur current pace of acquisitions;

+ the potential for declines in our revenue growth rate;

our expectation that growth in advertising revenues from our websites will continue ta exceed that from our Google Network
Members’ websites, which will have a positive impact on our gperating margins;

*  our expectation that we will continue to pay most of the fees we receive from agvertisers to our Google Network Members;

= our expectatidns about the impact of our acquisiton of Motorola Mobility Holdings, Inc. (Motorola) or: our resuilts and
bus ness and our ability to realize the expected tenefits from the acquisition and successfully implement our plans and
expactations for Motarola’s business;

+  our expectation that we will continue to take steps to Improve the relevance of the ads we deliver and to reduce the number
of accidental clicks;

+ fluctuations in aggregate paid clicks and average cost-per-click;

= our belief that our foreign exchange risk managerrent program will not fully offset the exposure to fluctuations in foreign
currency exchange rates;

* the Increase of costs related to hedging activities ynder our foreign exchange risk management program;

*  our expectation that our cost of revenues, research and development expenses, sales and marketing expenses, and general
ano administrative expenses wili Increase In-dollars and may Increase as a percentage of revenues;

+ our potential exposure in connection with pending investigations and proceedings;

»  our expectations about our board of directors' intention to declare a dividend of shares of the new Class C capital stock,
asvell as the timing of that dividend, if declared znd paid;

* our expectation that our traffic acquisition costs will fluctuate In the future;

* our continued investments in international markets;

= estimates of our future compensation expenses;

= flyctuations In our effective tax rate;

= the sufficiency of our sources of funding;

* our payment terms to certain advertisers, which may increase our working capital requirements;
+ flucuations in our capital expenditures;

* our expectations about the timing of disposition ¢f the Home business;

as well as other statements regarding our future operations, financial condition and prospects, and business strategies. Forward-
looking statements may appear throughout this report, Including without limitatlon, the following sections; Item t “Business,”
[tern 1A “Risk Factors,” and item 7 *Management’s DIscusslon and Analysls of Financial Condition and Results of Operations.”
Forward-looking statements generaily can be identlfied by words such as “anticipates,” *believes,” “estimates,” “expects,” “intends,”
“plans,” “predicts,” “projects,” “will be,” "will continue,” *will likely result,” and similar expressions. These forward-looking statements
are tasec on current expectations and assumptions that are subject to risks and uncertainties, which could cause our actual
results to differ materfally from those reflected in the fonvard-looking statements. Factors that could cause or contribute to such
differences incude, but are not limited to, those discussez In this Annual Report an Form 10-K, and in particular, the risks discussed
under the caption “Risk Factors” in Jtem 1A and those discussed in other documents we file with the Securities and Exchange
Commissian (SEC). We undertake no obiigation to revise or publicly release the results of any revisian to these forward-looking
statements, except as required by law. Glven these risks and uncertalnties, readers are cautioned not to place undue reliance
on such forward-lgoking statements.

As used hereir, "Google,” “‘we," "our,” and similar terms indude Google Inc. and its subsidiaries, unless the context indicates otherwise.
“Google” and other trademarks of owrs appearing in this report are our property. This report contains additional trade names and

trademarks of other companies. We do not intend our use or display of other companies’ trade names or trademarks to imply an
enderserrent or sponsorship of us by such companies, or any relationship with any of these companies.
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ITEM 1. Business

Overview

Google is a global technology leader focused on improving the ways people connect with Information. We aspire to build products
and provice services that improve the lives of billions of people globally. Qur mission is to organize the warld's Information and
make It universally accessible and useful. Cur innovations In web search and advertising have made our website a top internet
property and our brand one of the most.recognized in the worid,

Our Motorala business Is comprised of two operating segments. The Mabile segment is focused on mobile wireless devices and
refated products and services. The Home segment is focused on technologies and devices that provide video entertalnment
services to consumers by enabling subscribers to access a varlety of interactive digitai television services.

We generate revenue primarily by delivering relevant, cos:-effective orline advertising, Businesses use our AdWords program ta
promote thelr products and services with targeted advertising, In addition, the third parties that comprise the Google Network
use our AdSense program to deiiver relevant ads that generate reverues and enhance the User experlence. We also generate
revenues from Motorola by selling hardware products.

In December 2012, we entered into an agreement with Arris Group, Inc. (Arris) and certain other persons providing for the
disposition of our Motorola Home segment. The transaction is expected to close in 2013,

Our business Is primarily focused around the following key areas: search, advertising, operating systems and platforms, enterprise
and hardware products. '

We were Ircorporated In California in September 1998 and reincorporated in Delaware In August 2003. Our headquarters are
located at 1600 Amphitheatre Parkway, Mountaln View, California 34043, and our telephone number is £650) 253-0000. We
compietec our initial public offering in August 2004 and our Class A common stock is listed on the Nasdaq Globai Select Market
under the symbol “GOOG.”

2012 Corporate Higiulights

* Android—The growth of cur Android operating system continues to impress with approximately half a billion Android
devices activated globally through Septermiber 2012, ‘

+ Google Play—We launched Google Play, an entirely cloud-based, digital entertainment destination with more than 700,000
apps and games plus music, movies and books tha: our users can find, enjoy and share on the web and on their Android
phane or tablet,

» Soclal—‘Growing the + and shipping the Google” In 2011, we launched Google+, a new way 1o share online just like users
do in the real world, sharing different things with different people. in late 2011 and continulng in 2012, we have tightened
integration between Google+ and our other Google properties, such as Grail and YouTube and now have 235 million active
users across our Google properties.

«  Nexus 7 Tablet—We launched a powerful new tablet In June 2012 with a vibrant, 7” high-definition display. The Tegra-3
chipset, with a quad-core CPU anc 12-core GPU, makes everything, including games, extremely fast, And at only 340 grams,
lightsr than most tablets, Nexus 7 was built to bring users the best of Google that can be held in the palm of the user's hand.

* Google Now—We Introduced Google Now, a pred ctive search feature that gets you Just the right informaticn at just the
right time. It tells you the day’s weather before you start your day, how much traffic to expect before you feave for work or
schcol, when the next train will arrive as you're standing on the piatform, or your favorite team's score while they're playing
- all automatically with cards appearing throughout the day at the moment you need them,

* Knowledge Graph—Google's Knowledge Graph, int-oduced in 2012, enables the user to search ‘or things, people or places
that Google knows about - landmarks, celebrities, citles, sports teams, bulldings, geographical features, movies, works of
arts and maore - and enhances Google Search-by understanding the ambiguities in fanguage and by better understanding
a user's query. :
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On Cacember 19, 2012, Googfe and Arris announced that Motorola Mobllity had entered into an agreement (Motorola Agreement)
with Arrls and certain other persons providing for the disosition of the Home business for total cansideration of approximately
$2,35 billlon in cash and common stock, subject to certan adjustments. Arris announced In January 2013 that it has agreed to
sell approximately 10.6 million shares of its common stock, valued at $150.0 million, to Comeast Corporation with the closing of
the Comcast investment and the Home business disposition expected to occur simultaneously. As provided for In the Motorola
Agreement, the Comcast transaction will reduce the amount of stock consideration and increase the amount of cash conslderation
to be recelved by Google, but will not affect the total consideration. Specifically, the shares issued to Comcast will reduce, on a
share-for-share basis, the number of shares of Arris common stock to be issued to Google and simultaneously increase the cash
consideration to be received by Google by $150.0 miflion. Assuming the completion of the Comcast transaction, Comcast and
Google wil each own approximately 7.85% of the outstarding Arrls common stack post-clasing based on Arris’ capitalization as
of the date of Arris’ announcement of the Comcast transaction, The dispasition of the Home business to Arris is not contingent
upon Arris' sale of common stock to Comcast. In the event that Arris! sale of common stock to Comcast does not ciase for any
reasen, there will be no reduction in the amount of shares of Arrls common stock to be Issued to Google and no corresponding
increase in the amount of cash consideration. In that case, Google will own approximately 15.7% of the outstanding Arris common
stock post-closing based on Arris' capitalization as of the date of the Arrls' announced transaction with Google. The disposition
of the Home business is expacted to close in 2013. '

In January 2013, the FTC dosed Its investigations into our business practices, induding search and advertising, In connection with
the closing of the investigation, we have voluntarily agreed to make certain product changes. In addition, we and Motorola have
entered irto a consent order with the FTC setting forth certaln guidelines on our use of standards-essential patents in litigation,

Search

Our search techrologies sort through ar ever-growing amount of information to deliver relevant and useful search results in
resporse o user queries. We integrate innovative features into our search service and offer specialized search services to help
users tailor their search. In addItion, we are constantly improving and adding to our produds and services, to provide users
with mare relevant results so that users find what they are looking for faster. For Instance, when users want to plan a trip, Flight
Search s a feature that makes it easy for users to find flights that meet their needs. Whether they have a specific destination with
dates in mind or not, Flight Search can help users quicky find the best options for their trips. We also offer Product Listing Ads,
which include richer product informatlon, such as product image, price, and merchant infarmatian, without requiring additional
keywords or ad text.

In January 2012, we launched Search plus Your World, New, when a user performs a signed-In search on Google, the user's results
page may include Google+ content from people that the user is close to (or might be interested in following). Relevant Google+
profiles and Google+ pages related to a specific topic or area ofinterest may also appear on a user's results page.

In 2012, we also introduced Google Now and Geogle's Knowledge Graph. Google Now Is a predictive search feature that gets
you Just tre right Information at just the right time. It tefls you the day's weather before you start your day, how much traffic to
expect befare you leave for work or schoal, when the rext train will arrive as you're standing on the platform, or your favarite
team's score while they're playing—all autornatically with cards appearing throughout the day at the maoment you need them,
Google's Knowledge Graph, Introduced in 2012, enables the user to search for things, people or places that Google knows about
- landmarks, celebritles, cities, sports teams, bulldings, geographical features, movies, works of arts and more - and enhances
Googie Search in three main ways;

* Find-the Right Thing—By understanding the ambiguities and nuances in language the way users do, the Xnowledge Graph
mases Google Search more inteiligent and relevan:.

+ Get the Best Summary—With the Knowledge Graoh, we can better understand a user's query, so that we can summarlze
relevant cantent around that topl, Including key facts users likely need for that particular query.

* Go Deeper and Broader—The Knowledge Graph can help you make some unexpected discoverles, Weve always believed
that the perfect search engine should understand exactly what you mean and give you back exactly what you want, And we
can sometimes help answer your next question before you've asked It, because the facts we show are informed by what
other people have searched for. '

Advertising

Google Search

The goal of AdWords, our primary auction-based advertising program, Is to deliver ads that are so usefut and relevant to search
querles or web content that they are a form of information in thelr own right. With AdWords, advertisers create simple text-hased
ads that then appear beside related search results or web content on our websites and on thousands of partner websites in our
Google Network, which is the network of third parties that use our advertising programs to deliver relevant ads with their search
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results ana content. Most of our AdWords customers pa; us on a cost-per-click basis, which means that an advertiser pays us
only vihen a user clicks on one of its ads. We also offer ASWords an a cost-per-impression basis that enables advertisers to pay
us based on the number of times théir ads appear on.our websites and our Google Network Members' websites as specified by
the acvertser, '

Our AdSense program enables websites that are part of the Google Network to deliver ads from our AdWords advertisers that
are relevartto the search results or content an their weksites. We share the majority of the revenues generated from these ads
with the Gocgle Network Members that display the ads. The AdSense programi enables advertisers to extend the reach of thelr
8d campaigns, Improves our partners’ ability to generate revenue from their content, and de-ivers relevant ads for their users,

To meke mobile ad buying seamless and accessible for more than a miliion AdWords advertisers, we integrated our AdMab
technology cirectly inte our AdWords system In June 2012, This enables advertisers to run effective campaigns across the more
‘than 300,600 mobile applications running ads by AdMot - all from within the AdWords interface, AdWords advertisers can now
manage, measure and adjust search, display and video &cs, reaching people on more than 2 million websites and hundreds of
thousands of apps, across all screens,

Google Display -

Displzy advertising comprises the videos, text, images, and other interactive ads that run across the welr on computers and moblle
devices, including smart phones and handheld computers such as netbooks and tablets, The Google Display Netwark provides
advertisers services related to the delivery of display advert.sing across publishers participating in our AdSense program, publishers
participating in the DoubleClick Ad Exchange, and Google-owned sites such as YouTube and Google Finance,

Through our DoubleClick advertising technology, we provide to publishers, agencies, and advertisers the ad serving technclogy,
which is the infrastructure that enables billions of ads o be served each day across the web. Our DoubleClick Ad Exchange
creates a real-time auction marketplace for the trading cf display ad space. We alm to simplify display advertising so it is easier
for agdvertisers and publishers to manage campalgns across different formats, on different websites, and for different devices,

[n adcition, YouTube provides a range of video, Interactive, and othef ad formats for advertisers to reach their intended audience.
YouTube's video advertlsing solutions give advertlsers a way to promote thelr content to the YouTuke community, as well as to
associate with content belng watched by thelr target audience. YouTube also offers analytic toois to help advertisers understand
their audience and derive general business Intelligence. [n the past year, YouTube has experienced strong grewth In mablle
viewers and has established key partnerships with content companies to help monetize mebile video.

Google Mobile

Mobil2 advertising is still in early innings, though the mobile device is quickly becoming the world's newest gateway to informatian,
Google is focused on developing easy-to-use ad products to help advertisers extend their reach, help create revenue opportunities
for our publisher partners, and deliver relevant and useful ads to users on the go.

Google Mcbile extends our products and services by providing mobile-specific features to mobile device users. Our moblie-specific
search technologies include search by voice, search by sigrt, and search by lecation. Google Mobile also optimizes a large number
of Google's applications for mobile devices in both browse~ and downloadable form. In addition, we offer advertisers the abitity to
run search ad campaigns on mobile devices with popular mobile-specific ad formats, such as click-fo-call ads in which.advertisers
can irclude a phone number within ad text. AdMob also offers effective ad units and solutions for application developers and
advertisers. We continue to Invest in Improving users' access to Google services through their moblie devices.

Google Local

Googiz s committed to providing users with relevant local information. We've organized infarmation around maore than 80 rhillion
places glabally from various sources across the web. Users can find addresses, phone numbers, hours of operation, directions
and more for millions of local queries like shops, restaurar.ts, parks and landmarks right on Google.com, an Google Maps and on
Googie Maps for moblie. They can also discover more places that are right for them by rating the places theyve been, and getting
customized recommendations based on their tastes and those of their friends directly within Google Maps. Qur products and
senvices also help locai business owners manage their onlne presence and connect with potential customers. Millions of business
owners have verified their free business listings via Googla Places to ensure that users have up-to-date information about their
estabishments, and to contribute additional details such: as photos and products/services offered. Goagle Offers brings people
daily deals from local and national businesses, redeemabie for discounted goods or services. From restaurants to spa treatments
to outdoor adventures, Google has deals from the best businesses a city has to offer as wel! as popular national brands.

4 GOOGLE INC. | Form 10-K



() @ Contents mp PART

233 ITEM 1. Business

Operating Systems and Platforms

Androld

Working closely with the Open Handset Alliance, a business alliance of more than 75 technology and moblle companies, we
develaped Androld, a free, fully open source moblle sofiware platform that any developer can use to create applications for mobile
devicas and any handset manufacturer can install on a device. We believe Android will drive greater innovation and choice in the
mobilz device ecosystemn, and provide censumers with a more powerful mobile experience.

Google Chrome OS5 and Googie Chrome

Google Chrome OS is an open source operating system s th the Google Chrome web browser as its foundation, Both the Google
Chrame OS5 and the Google Chrome browser are built around the core tenets of speed, simplicity, and security. Designed for
people who spend most of their time on the web, the Google Chrome 05 is a new approach to operating systems. We are working
with ceveral origina! equipment manufacturérs to bring computers running Google Chrome OS to users and businesses. The
Chrome Erowser runs on Windows, Mac, and Linux computers.

Google+

Googe+ is a new way to share onfine just lke users dc in the real world, sharing different things with different people. In late
2011 and continuing In 2012, we have tightened integration between Google+ and our other Google properties, such as Gmalil
and YouTube and now have 235 million active users acrsss our Google properties,

Goagle Play

Google Play is an entirely cloud-based, digital entertainment destination with more than 700,000 apps and games plus music,
movies ar'd books that our users can find, enjoy and share on the web and on their Android phone or tablet,

Google Drive

Google Drive Is a place where users can create, share, collzborate, and keep all of their stuff. Google Docs is built right into Google
Drive so users can work with others in real fime on documents, spreadsheets and presentations and users flles go everywhere
they do. When users change 2 file on the web, on their Zomputer, or on their moblle device, the file updates on every device
wherga users have installed Google Drive.

Google Wallet

Google Wallet is a virtual wallet that securely stores yeur credit and debit cards, offers, and rewards cards. Users can tap their
phane to pay In-store using Google Wallet ariywhere contactless payments are accepted - at over 200,000 merchants across the
United States. Users can also pay online by signing into their Google Wallet account. ’

Google TV

Googie TV is a platform that gives consumers the power to experience televisian and the internet on a single screen, with the
ability to search and find the content they want to watch. The Google TV platform is based on the Android operating system and
runs the Goggle Chrome browser. =

Enterprise

Goaogle's enterprise products provide famliiar, easy-to-use Google technology for business settings. Through Google Apps, which
indudes Cmai, Google Dacs, Google Calendar, and Google Sites, amang other features, we provide hosted, web-based applications
that peop e can use on any device with a browser and an Internet connection. In addltion, we pravide our search technology for
use vithir enterprises through the Google Search Appliarce [real-time search of business applications, intranet applications, and
publiz weosites), on their public-facing sites with Google Site Search {custom search engine), and Google Commerce Search (for
online retall enterprises). We also provide verslons of cLr Google Maps Application Programming Interface (API) for businesses
{including fully interactive Google Maps for public and internal websites), as well as Google Earth' Enterprise (a behind-the-
company-firewall software solution for imagery and data visualization). Our enterprise solutions have been adopted by a variety
of businesses, governments, schools, and non-profit organizations, Google Apps Is the first cloud computing suite of message
and collaboration Lools to receive U.S. government security certification.
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Motoiola

Cur Motorola Mobility business is comprised of two operating segments. The Mobile segment is focused an moblle wireless devices
and relatec products and services. The Home segment is focused on technologies and devices that provide video entertainment
services to consumers by enabling subscribers 1o access 2 variety of interactive digital television services. In Decemnber 2012, we
entered Into an agreerent with Arris Group, Inc. and cer:ain other persons providing for the disposition of our Home segment.
The transaction is expected to close in 2013,

Research

We continue to develop new products and services and tc enhance our existing ones through research and product develonment
and the licensing and acquisition of third-party businesses and technology. Our product developmenrt philosophy is to jaunch
innovative products early and often, and then Iterate rzpldly to make those products even better. We often post early stage
products at test locations online or directly on Google.ccr. We then use data and user feedback to decide if and how to invest
further in those products.

Our research and development expenses were $3.8 bilon, $5.2 billion, and $6.8 biliion in 2010, 2011, and 2012, respectively,
which Inciuded stock-based compensation expense of $861 million, $1.1 bilticn, and $1.3 bllilon, réspectively. We expect ta
continue to invest in bullding the employee and systems nfrastructures needed to support the development of new products
and services and to improve existing ones.

Intellectual Property

We rely or a combination of Intellectual property laws, as well as confidentlality procedures and contractual provisions, to
protect our proprietary techneology and our brand. We have registered, and applied for the registration of, U.S. and international
trademarks, service marks, domain names, and copyrights. Additionally, we have filed U.S. and International patent applications
covering certain of our proprietary technology. Over time, we have assembled a portfalio of patents, trademarks, service marks,
copyrights, domain names, and trade secrets covering our products and services. Qur. proprietary technelogy is not dependent
on any single patent or copyright or groups of related petents or copyrights. We believe the duration of our patents is adequate
relative to the expected lives of our products. Aithough we rigorously protect our proprietary technology, any significant impalrment
of, or third-party clalm against, our intellectual property rights could harm oLir business or our abiiity to compete,

Sales and Support

We continue to develop and grow our sales and support infrastructure. We have over 85 offices In over 40 countries, the

large majority of which include sales people. Our global sales and support infrastructure has specialized teams across vertical

markets. We bring businesses Into our advertising network through direct, remote, and online sales channels, using technology
and automation wherever possible to improve our customers’ experience and to grow our business cost-effectively. Qur direct

advertising and sales teams focus on bullding relatlonshios with the largest advertisers and leading internet companies. We have

built a multi-product saies force; with teams selling campzigns that include search, display (including DoubleClick and YouTube),
and mobile advertlsing.

We provide customer service to our advertiser base thraugh our global support organlzatlon. Our global support organization
concentrates on helping our advertisers and Google Nework Members get the mast cut of their relationship with us,

No individual custormer or groups of affiliated customers represented more than 10% of our revenues in 2010, 2011, or 2012.

Government Contracts

No materizl portion of our business is subject to renegotiation of profits or termination of contracts or subcontracts at the election
of the U.S. government. ) :
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Marketing

Googl2's gobal brand is well known. We beifeve that bullding a trusted, highly recognized brard begins with providing high-quality
produzts and services that make a notable difference in people’s lives, Marketing is responsible for generating advertiser reverue
through marketing campaigns to small businesses, as weil as providing thought leadership to chief marketing officers through
indusiry insight, research, and anatysis. Our marketing, promotloral, and public relations activities are deslgned to promote
Googia's brand image and differentlate it from competitors.

Corrpetition

Qur business is characterized by rapid change and converging, as well as new and disruptive, technologles. We face formidable
compatiticn in every aspect of cur business, particularly from companies that seek to connect people with information on the
web and provide them with relevant advertising. We face competition from:

+ General purpose search en'gines, such as Yahoo srd Microsoft's Bing.

s Verical search engines and e-commerce websites, such as Kayak (travel guertes), Monster.com (job querles), WebMD (for
heaith queries), and Amazon.com and eBay (e-commerce). Some users will navigate directly to such websites rather than
go tarough Google.

«  Social networks, such as Facebook and Twitter. Some users are relylng more on soclal networks for product or service
referrals, rather than seeking informatlon through general purpose search engines.

+  Other forms of advertising, such as television, raclo, newspapers, magazines, billboards, and yellow pages, for ad dollars.
Our advertisers typlcally advertise in multiple media, both onilne and coffline.

+ Moblle applications on iPhone and Android devicas, which allow users to access information directly from a publisher
without using search englnes.

«  Providers of online products and services, A number of our online products and services, Including Gmail, YouTube,
anc Google Docs, compete directly with new and established companies, which offer communication, information, and
entertainment services integrated into their products-or media properties.

We compete to attract and retain users, for whom other products and services are literally one click away, primarlly on the basis
of the relevance and usefulness of our search results anc the features, availability, and ease of use of our products and services.

We also cornpete to attract and retain content providers {Google Network Members, as well as other content providers for whom
we distribute or license content), primarily based on the slze and quality of our advertiser base, our ability to help these partners
generate “evenues from advertising, and the terms of ou- agreements with therr:.

Government Regulation

We are sLbject to numerous domestic and foreign laws znd regulations covering a wide variety of subject matter. New laws and
regu'atlors {or new interpretations of existing laws and regulations} may also impact our business. The casts of combliance with
these laws and regulations are high and are likely to increase In the future and any failure on our part to comply with these laws
may subject us to significant liabliities and other penalties.

Culture and Employees

We take great pride In our cuiture. We embrace collaboration and creativily, and encourage the lteration of ideas to address
camplex technical challenges. Transparency and open cizglog are central to us, and we like to ensure that company news reaches
our employees first through Internal channels,

Despite our rapid growth, we still cherish our roots as a startup and give employees the freedom to act on thelr Ideas regardless
of ro'e or function within the company. We strive to hire the best employees, with backgrounds and perspectives as diverse as
our'globe users. We provide an environment where these talented people can have fuifilling careers working on some of the
biggest challenges In technolagy, and have a huge, positive impact on the world.
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At Decamber 31, 2012, we had 53,861 full-time employees, consisting of 19,746 in research and development, 15,306 in sales and
marketing, 5,214 In general and administrative, and 12,595 in operations. All of Google’s full-time employees are aiso equityholders,
with significant collective employee ownership. Although we have works counclls and statutory employee representation obligations
In certaln countries, our U.S. employees are not represented by a labor union and we conslder our employse relations to be
good. -‘:ornueti;cion fffcar qualified personnel in our industry is intense, particularly for software engineers, computer scientists, and
other technical staff, ‘ '

Global Operations and Geographic Data

We provide our products and services in mare than 100 languages and in more than 50 countries, reglons, and territories, On www.google.com
or one of our other Google domains, users can find information in many different languages and in many different formats, The United
States acccunted for approximately 47% of our revenues in 2012, Information regarding financial data by geographic areas is set forth
in tterm 7 and Item 8 of this Annual Report on Form 10-K, See Note 15 of Notes to Consolidated Financial Statements under ltem 8.

Seasonality

Our business is affected by both seasonal fluctuations In internet usage and traditional retail seasonality. Internet usage generally
slows during the summer months, and commercial queries typically increase significantly in the fourth quarter of each year.
These seasonal trends have caused and will likely continue to cause, fluctuations in our quarterfy results, inciuding fluctuations
in sequent’al revenue growth rates.

Available Information

Qur website is located at www.google.com, and our investor relations website is located at http://investor google.com. The following
filings are available through our Investor relations website after we file them with the SEC: Annual Reports on Form 10-K, Quarterly
Reports on Form 10-Q, and our Proxy Statements for our annual meetings of stockholders, for the last three years, These filings
are also avaliable for download free of charge on our (nvestor relations webslte. We also provide a link to the section of the SECs
websize at www.sec.gov that has all of cur public filings, induding Annual Reports on Form 10-K, Quarterly Reports on Form 10-
@, Current Reports on Form 8-K, all amendments to thase reports, our Proxy Statements, and other ownersh!p related filings.
Further, a copy of this Annual Report on Form 10-K is located at the SECs Public Reference Room at 100 F Street, NE, Washington,
D.C. 30549, Information on the operation of the Pubiic Reference Room can be obtained by calling the SEC at 1-800-SEC-0330,

We webcast our earnings calls and certain events we partcipate in er host with members of the Investment community on aur
investor relations website, Additionally, we provide notifications of news or announcements regarding our financial performance,
including SEC filings, Investor events, press and earnings releases, and blogs as part of our investor relations website as well
as on our nvestor relations Google+ page (https://plus.google.com/+GoogleinvestorRelations/posts). Investors and others can
receive notifications of new Information posted on our investor relations website In real tme by signing up for email alerts and
RSS feeds. Further corporate governance informatlon, Inciuding our certificate of incorporation, bylaws, governance guidelines,
board committee charters, and code of conduct, Is also avallable oh our investor relations website under the heading “Corporate
Gavernance. The contants of our websites are not incorporated by reference Into this Annuat Report on Form 10-K or in any other
report or cocument we file with the SEC, and any references to our websites are Intended to be inactive textual references only.

8 GOCGLEINC. : Form 10-K



(J <= Contents = PART
237 ITEM 1A, Risk Factors

ITEM 1A.  Risk Factors

Our cperations and financial resuits are subject to various risks and uncertaintles, including those described below, which couid
adversely affect our business, finandiat condition, results of operations, cash flows, and the trading price of our common stock.

Risks Related to Our Business and Industry -

We face Intense competlition. If we do not continue to innovate and provide products and services that are useful to
users, we may not remaln competitive, and our revenues and operating results could be adversely affected,

Qur business is rapldly evolving and intensely competitive, and s subject to changing technologles, shifting user needs, and
frequent introductions of new products and services. Our ability to compete successfully depends heavily on providing products
and services that make using the internet a more useful ard enjoyable experience for our users and delivering innovative products
and tachnologies to the marketplace. With our acquisiticn of Motorola, the competitive pressure to inmovate will now encompass
a widzr range of products and services, including producs and services that may be outside of our historical core business,

We have many competitors In different industries, including general purpose search engines, vertical search englnes and
e-commerce sites, sodia! networking sites, traditlonal mecia companies, wireless mobile device companles, anc providers of online
products and services. Our current and potential competitors range from large and established companies to emerging start-
ups. Estatlished companies have longer operating histeries and more established relatlonships with customers and users, and
they can use their experience and resources In ways thet could affect our competitive position, Induding by making acquisitions,
Investing aggressively In research and development, aggressively initlating intellectual property claims {whether or not meritorious)
and competing aggressively for advertisers and websites. Emerging start-ups may be able to innovate and provide products and
services faster than we can. ‘

Our competitors are constantly developing innovations In web search, online advertising, wireless mobile devices, and web-based
products and services, The research and development of new, technologically advanced products is also a complex and uncertain
pracess requiring high fevels of Innovation and investment, as wel as the accurate anticipation of technology, market trends and
consumer needs, As a result, we must continue to invest significant resources In research and development, induding through
acquisitions, in order to enhance our web search technciogy and our existing products and setvices, and introduce new produdts
and services that people car easlly and effectively use. If we are unable to provide quality produdts and services, then acceptance
rates for cur products and services could decline and affect consumer and advertiser perceptlons of our brand. In addition, these
new aroducts and services may present new and difficult technological and legal challenges, and we may be subject to claims
if users of these offerings experience service disruptions or failures or other issues. Our operating results would also suffer if
our innovations are not responsive to the needs of our users, advertisers, and Google Network Members, are not appropriately
timed with market opportunities, or are not effectively brought to market, As technology continues to develop, our competitors
may 5e able to offer user experiences that are, or that zre seen to be, substantially similar te or better than qurs, This may force
us.tc compete in different ways and expend significant resaurces in order to remain competitive. If-our competitors are more
successful than we are in developing compelling products or in attracting and retaining users, advertisers, and content previders,
our revenJes and operating results could be adversely affected,

Our ongoeing Investment in new business strategies and new proqucts. services, and technologles Is Inherently risky, an:d
could disrupt our ongoing businesses.

We have Invested and expect to continue to invest in new business strategies, products, services, and technologies. Such endeavors
rnay Involve significant risks and uncertainties, inciuding distraction of managernent from current operations, Insufficient revenues
to offset liabllities assumed and expenses assaciated with these new investments, Inadequate return of capital on our investments,
and unidentified Issues not discoverad in our due dillgence of such strategies and offerings. Because these new ventures are
inherently risky, no assurance can be given that such strategles and offerings will be successful and will not adversely affect our
reputation, financia! condition, and operating results.
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Acquisitions and Investments could result In operating difficulties, dilutlon, and other harmful consequences that may
adversely impact our business and results of operations.

Acquisitions are an important element of our overall corporate strategy and use of capltal, and we expect our current pace
of acoulsitions to continue. These transactions.could be materlal to our financlal condition and results of operations. We also
expec: to continue to evaluate and enter into discussions -egarding a wide array of potential strategic transactions. The process
of integrating an acquired company, business, or techr:clogy has created, and will continue to create, unforeseen operating
difficulties and expenditures. The areas where we face risks include:

+  Diversion of managerment time and focus from gperating our business to acquisition integration challenges.
+  Failue to successfully further develop the acquired business or technology.
« Implementation or remediation of controls, procedures, and policies at the acquired compary.

+ Integration of the acquired company's accounting, human rescurce, and other administrative systems, and coordination
of product, engineering, and sales and marketing functlons. '

+ Transition of operations, users, and customers onto our existing platforms,

+ Fail.re to obtain required approvals on a timely basis, f at all, from governmenta: authorities, or conditions placed upen
approval, under competition and antitrust laws wiich could, among other things, delay or prevent us from completing a
transaction, or otherwlse restrict our abllity to realze the expected finranclal or strategic goals of an acquisition,

«  Inthe case of foreign acquisitions, the need 1o integ-ate operations across different cultures and languages and to address
the particular econamic, currency, political, and regulatory risks associated with specific countries.

* Cultural challenges associated with integrating employees from the acquired company Into our organization, and retertion
of employees from.the businesses we acquire.

+ Liablity for activities of the acguired company befcre the acaulsition, including patent and trademark infringement c'aims,
violations of laws, commercial disputes, tax liabilities, and other known and unkncwn ligbllities, ’

. Lit'lgatl'oh or other claims in connection with the acguired company, including claims from terminated employees, customers,
former stockholders, or other third parties.

Our fallure to address these risks or other problems encountered in connection with our past or future acqulsitions and investments
could cause us to fall to realize the anticipated benefits of such acquisitions or investments, incur unanticipated Habllities, and
harm our business generally. ’

Future accuisitions couid also result in dilutive issuances of our equlty securities, the incurrence of debt, contingent liabilities, or
arnortization expenses, or impairment of gaodwill, and restructuring charges, any of which.could harm our financial condition or
results. Also, the anticipated benefit of many of our acquisitions may not materialize. '

We generate a significant portion of our revenues from advertising, and a reduction In spending by or loss of advertisers
could serlously harm our business. ‘ '

We generated 95% of Google revenues from our advertisers in 2012. Following our acquisition of Motorola, we still expect a significant
portion of our revenues to come from advertising. Our advertisers can generally terminate their contracts with Us at any time. Advertisers
will nct contdnue to do business with us if their investment in advertising with us does not generate sales leads, and ultimately customers,
or ifwe do "ot deliver their advertisements in an appropriate and effective manner. If we are unable to remain competitive and provide
value to oLr advertisers, they may stop placinrg ads with us, which would adversely affect our revenues and business.

In addltior, expenditures by advertisers tend to be cydlical, reflecting overall economic conditions and budgeting and buying patterns.
Adverse macroecenomic conditions can also have a materia negative Impact on the demand for advertising and cause our advertisers
to recuce the amounts they spend on advertising, which could adversely affect our revenues and business. '

Our revenue growth rate could decline over time, and we anticlpate downward pressure on our operating margin in the
future,

Our revenue growth rate could decline over time as a resJlt of a number of factors, induding increasing competition, changes [n
our product mix, Including a significant increase in maoblie search queries and a deceleration In the growth of desktap queries If
monetization stays at current levels, and how users make queries and act on them, the challenges in maintaining our growth rate
as our revenues increase to kigher levels, the evolution cf the online advertising market, including the increasing variety of online
platformis for advertising, and the other markets in which we participate and the success of our investments in new business
strategles, products, services, and technologies, such as cur acquisition of Motorola.
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The ravenue growth rate of our Motorola business will also depend on a number of factors, incluging the success of the new
products we plan to Introduce, our rellance on several |z ge customers, the absence of long-term exclusivity arrangements with
such customers, our ability to gain significant market shzre in the moblle devices space, cur reliance on third-party distributars,
representatives and retailers to sell certaln of its products and the successful implernentation of our product and operating system
strategies, Furthermore, industry consolidation in the telecommunications and cable industries could negatively impact Motorola's
business because there would be fewer network operators and it could be more difficult to replace any lost customers, Any of
these factors could have a negative impact on Motorola's susiness and have an adverse effect on our consolidated financial results,

we belleve cur gperating margin will experience downward pressure as a result of increasing competition and Increased
expendltures for many aspects of our business, including Motorola. For instance, our operating margin will experlence downward
pressure if a greater percentage of aur revenues comes from ads placed on our Google Network Members' websites compared
to revenues generated through ads placed on our own websites or If we spend a proportionately larger amount to promote the
distribution of certain products, including Google Chrore. Both the margin on revenues we generate from our Google Network
Members and the margin on revenues from our Motorols business are significantly less than the margin on revenues we generate
from advertising on our websltes. Also, the marging on advertising revenues frem mobile devices and newer advertising formats
are generally less than the margin on revenues we generate from advertising on our websltes. Additionally, the margin we earn
on revenLes generated from our Google Network Members could decraase in the future if we pay an even larger percentage of
advertising fees to our Geogle Network Members,

We are subject ta increased regulatory scrutiny that may negatively impact our business.

The growth of our company and our expansion Into a varlety of new fields Implicate a varlety of new regulatory issues, and we
have experienced increased regulatory scrutiny as we have grown, We continue to cooperate with the European Commisslon
(EC), other international regulatory authorities, and several state attorneys general In investigations they are conducting with
respect to our business and Its Impact on competition, Leglslators and regulators, including those conducting investigations in
the U.S. and Eurape, may make tegal and regulatory charges, or interpret and apply existing laws, In ways that make our products
and services less useful to our users, reguire us to lncur substantial costs, expose us to unanticipated civil or criminal Nability, or
cause us to change our business practices. These changes or increased costs could negatively impact our business and results
of opzrations in matearial ways.

'We are regularly subject to clairms, sults, government investigations, _and other proceedings that may resuit In adverse
outcomes.

We are regularly subject tc claims, suits, government Investigations, and other proceedings involving competition and antitrust
(such as the pending investigations by the EC), Intellectual property, privacy, consumer protection, tax, labor and employment,
commercial disputes, content generated by our users, goods and services offered by advertisers or publishers using our platforms,
and other matters. Qur acquisition of Motorola and our sale of hardware products also expose us to the risk of product liabllity
and other litigation Invalving assertions about product defects, as well as health and safety, hazardous materials usags, and other

_erwvironmental concerns, In addition, cur businesses face inteflectual property litigation, as further discussed later, that exposes
us to the risk of exclusion and cease and desist orders, which ¢ouid limit our ability to sell products and services,

Such claims, sisits, government investigations, and proceedings are inherently uncertaln and their results cannot be predicied with
certa'nty. Regardless of the outcome, such legal proceedings can have an adverse impact on us because of legal costs, diversion
of mznagement resources, and other factors. Determining reserves for our pending litigation is a complex, fact-intensive process
that requ res significant judgment. It is possible that a resalution of one or more such proceedings could result in substantial
fines and penaities that could adversely affect our busiress, consolldated financial position, results of operations, ar cash flows
in a particular period, These proceedings couid also result In reputational harm, criminal sanctlons, consent decrees, or orders
preventing us from offering certain features, functionallties, products, or services, requiring 2 change in our business practices or
product recalls or other field actlon, or requiring develepment of non-infringing or otherwise altered products or technologies.
Any of these conseguences could adversely affect our business and results of operations,

More people are using devices other than personal computers to access the Internet and accessing new platforms to
make search querles. If manufacturers and users.do not widely adopt versions of our web search technology, products,
or operating systems developed for these devices, our business could be adversely affected,

The rumber of peaple who access the Internet through devices other than personal computers, Including mabile phones, smartphones,
handheld computers such as netbooks and tablets, videt game consoles, and television set-top devices, has increased dramatically
In the past few years. The lower resolution, functionality, and memary assoclated with sorme alternative devices make the use of
our products and services through such devices more cifficult and the versions of our produdts and services developed for these
devices mray not be compelling to users, manufacturers, or distributors of alternative devices, Each manufacturer or distributor
may establish unique technical standards for its devices, and our products and services may not work or be viewable on these
devices as a result. Some rrianufacturers may also elect not to Include our products on thelr devices. In addition, search querles
are increasingly being undertaken via "apps” tallored to particular devices or soclal medla platforms, which could affect our share
of tha search market over time. As new devices and platferms are continually being released, it is difficult to predict the prablems
we may encounter in adapting our products and services and developing competitive new produds and services. We expect to
continue 1o devote significant resources to the creaticn, support, and maintenance of mobile products and services, ifwe are
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unable to attract and retain a substantial number of alternative device manufacturers, distributors, and users to our products and
services, or if we are siow to develop products and technologies that are more compatible with alternative devices and platforms,
we will fail to capture the opportunities available as consurers and advertisers transition to a dynamic, muiti-screen environment.

Our husiness depends on a strong brand, and failing ta maintain and enhance our brand would hurt our abllity to
expand our base of users, advertisers, Google Network Members, and other partners.

The brand ‘dentity that we have developed has significantly contributed to the success of our business, Maintalning and enhancing
the “Google” brand is critical to expanding our base of users, advertisers, Google Network Members, and other partners, we
beileve that the Importance of brand recognition wilt increase due to the relatively low barriers to entry in the internet market,
Our brand may be negatively Impacted by a number of fzctors, including data protection and security issues, service outages,
and product malfunctions. If we fail to maintain and enharce the “Google” brang, or if we incur excessive expenses in this effort,
our business, operating results, and firanclal condition wi* be materially and adversely affected. Malntaining and enhancing our
brand will depend largely on our abliity to be a technology leader and tontinue to provide high-quality innovative products and
servicas, which we may not do successfully.

Avarlety of new and existing U.S. and forelign laws could subject us to claims or otherwise harm our business,

We ars suaject to numerous U.S. and foreign laws and regulations covering a wide varlety of subject matters. New laws and
reguiations (or new interpretations of existing laws and regulations) may also impact our business. The costs of compliance with
these laws and regulations are high and are likely to incr2ase in the future. Any failure on our part to comply with these laws
and regulations can result in negative publicity and diversion of management time and effort and may sublect us to significant
liabilities and other penalties. '

Furthermere, rmany of these laws were adopted prior to the advent of the internet and related technologies and, as a result, do
not contemplate or address the unigue Issues of the internet and-related technologies. The laws that do reference the internet are
being interoreted by the courts, but thelr applicability and scope remain uncertain. For example, the laws relating to the liability of
providers of online services are currently unsettled bath within the U.S. and abroad. Claims have also been, or may be, threatened
and filad against us under both U.S. and foreign laws for defamation, invasion of privacy and other tort claims, unlawful activity, patent,
copyright and trademark Infringement, or other theories based on the nature and content of the materials searched and the ads
posted by our users, our preducts and services, or content generated by our users. Moreover, recent amendments to U.S. patent
laws may affect the ability of companies, including us, to pretect their innovations and deferd against dalms of patent infringement.

In addition, the Digital Millennium Copyright Act has provis.ons that limit, but do not necessarily efiminate, our liability for caching
or hosting, or for listing or linking to, third-party websites that include materials that Infringe copyrights or other rights, so fong
as we comply with the statutory requirements of this act. Any future legislation Impacting these safe harbors may adversely
impact us. Various U.S. and Internatlonal laws restrict the distribution of materlals considered harmfu: to children and Impose
additional restrictions on the ability of oniine services to collect information from minors, In the area of data protection, many
states have passed laws requiring notification to users when there is a security breach for personai data, such as Californla’s
Informatian Practices Act. We face similar risks and costs as our products and services are offered In international markets and
may ke subject to additional regulations.

We are, and may in the future be, subject to Intellectual property or other claims, which are costly to defend, could
result In significant damage awards, and could Iimit our ability to use certain technologies In the future.

Interniet, technology, and media companles own large numbers of patents, copyrights, trademarks, and trade secrets and frequently
enter into litigation based on allegations of infringernent or other violations of intellectual property rights. In addition, patent
holding companies rmay continue to seek to monetize patents they have purchased or otherwise obtained. As we have grown,
the irtellectual property rights claims-agalnst us have increased and may continue to Increase as we develop new products,
services, anc technologies,

We have had patent, copyright, and trademark infringement iawsuits filed against us clalming that certain of our products, services,
and technologies, including Android, Google Search, Google AdWerds, Google AdSense, Motorola products, Google Books, Google
News, Gocgle Image Search, Google Chrome, Google Talk, Google Voice, and YouTube, infringe the intellectual property rights of
others, Third parties have also sought broad injunctive relief against us by filing daims in the L5, International Trade Commission
(ITC) far exclusion and cease and desist orders, which could limit our ability to sell our products or sarvices in the U.S, or elsewhere
if our products or services or those of our customers or supgpliers are found ta Infringe the intellectual property subject to the
claims, Adverse results in any of these lawsuits may indude awards of substantial monetary damages, costly royalty or licensing
agreernents (If licenses are available at all), or orders praventing us from offering certain features, functionalities, products,
or services, and may also cause us to change our business practices, and require development of nen-infringing products or
technologies, which could resuit in a loss of revenues for us and otherwise harm aur business,

in addition, many of our agreements with our customers and partners, including certain suppliers, reguire us to indemnify them
for certain Inteliectual property infringement claims against them, which could Increase our casts as a result of defending such
claims, and may require that we pay significant damages i there were an adverse ruling in any such clalms. Such customers and
partnars may also discontinue the use of our products, services, and technolagies, as a result of injunctions ar ctherwise, which
coulc result ‘n loss of revenues and adversely impact our business. Moreover, supplier provided Intellectual property Indemnities
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to us, when obtalnable, may not cover all damages and losses suffered by us and our customers from covered products. In
additian, in connection with the sale of Motorola's Horme business to Arris Group, Inc. (Arris), we agreed to indemnify Arris against-
certain intallectual property infringement litigation, Induding, amaong others, a patent Infringement ¢laim Brought by Tiva relating
to certain digital video recording equipment seld by Maotorola Mobility.

Regardiess of the merits of the dalms, intellectual property claims are often time consuming, expensive to litigate or settle, and
cause slgnificant diverston of management attention. To the extent such inteilectual property infringement claims are successful,
they may have an adverse effect on our business, consclidated financial position, results of operations, or cash flows,

Qur intellectual property rights are valuable, and any inability to protect them could reduce the value of our products,
services, and brand. . ’

Our patents, trademarks, trade secrets, copyrights, anc other intellectual property rights are important assets for us. Various
evenis outside of our control pose a threat te our intellectual property rights, as well as to our products, services and technologies.
For example, effective Intellectual property protection may not be avallabie in every country In which our products and services
are distributed or rmade available through the Internet, Aiso, the efforts we have taken to protect our proprietary rights may not
be sufficlent or effective, :

Although we seek to obtain patent protection for our innovations, It Is possible we may not be able to protect some of these
innovations, Moreover, because of our long-term interests In cpen source, we may not have adequate patent protection for certain
innovatlons that later turn out to be important. Furthermore, there Is always the possibility, cespite our efforts, that the scope of
the protection gained will be insufficient or that an issued patent may be deemed invalld or unenforceable, .

We also seek to maintain certain intellectual property as tade secrets, The secreqy could be compromised by outside parties, or
by.aur employees, which tould cause us to lose the competitive advantage resulting from these trade secrets.

We aiso face risks assoclated with our trademarks, For example, there is-a risk that the word “Google” could become so commonly
used that it becomes synonymous with the word “search.” If this happens, we could lose protection for this trademark, which
coulc result in other people using the word “Google” to refer to their own products, thus diminishing our brand.

Any significant impalrment of our inteliectual property rights could harm our business and our ability to compete, Also, protecting
our Intellectual property rights is costly and time consuming. Any increase In the unauthorized use of our intellactual property
could make it more expensive to do business and harm cur operating results,

We may be subject to legal liability assoclated with providing online services or content.

We host and provide a wide variety of services and procucts that enable users to exchange information, advertise products and
services, conduct business, and engage in varlous onlire activities bath domestically and internationally. The law relating to the
liabilizy of providers of these anline services and products for activities. of their users s still somewhat unsettied both within the
U.S. &énd internationally. Claims have been threatened and have been brought against us for defamation, negiigencé, breaches of
contract, copyright or trademark infringement, unfair competition, unlawful activity, tort, including personal injury, fraud, or cther
theories based on the nature and content of information which we publish or to which we provide links ar that may be paosted
onling or generated by us or by third parties, Including ovr users. In addition, we are and have been and may again in the future
be subject to domestic or international actlons alleging that certain content we have generated or third-party content that we
have made avallable within our services violates laws in domestic and International jurisdictions.

We also arrarge for the distribution of third-party advertisements to third-party publishers and advertising netwarks, and we

offer thirg-party products, services, or cantent. We may be subject to claims.concerning these products, services, or content by
virtuz= of our involvement in marketing, branding, broadcasting, or providing access to them, even if we do not ourselves host,

nperate, provide, or provide access to these products, services, or content. Defense of any such actions could be costly and invalve

significant time and attention of our management and other resources, may result In monetary liabilities or penalties, and may

require us to change our business in an adverse manner.

Privacy concerns relating to aur technology could damage our reputaticn and deter current and potentlal users from
using our products and services,

From time to time, concerns have been expressed by reg.lators and others about whether our products, services, or processes
compromise the privacy of users and others. Concerrs about, or regulatory actions involving our practices with regard to the
coflection. use, disclosure, or security of personal information or other privacy related matters, even if unfounded, could damage
our reputation and adversely affect operating results. While we strive to comply with ali applicable data protection laws and
reguiatiorss, as well as our own posted privacy policies, the faillure or perceived failure to comply may result, and in some cases
has resulted, in inquirles and other proceedings or actiohs against us by government entitles or others, or could cause us to lose
users and customers, which could potentially have an adverse effect on aur business.

In addition, as nearly all of our products and services are web-based, the amount of data we store for our users on our servers
(including personal infermation) has been increasing. Any systems failure or compromise of our security that results in the release
of our users' data could sericusly limit the adoption of cur products and senvices, as well as harm our reputation and brand and,
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therefore, our business. We expect to cantinue to expend significant resources to protect against security breaches. The risk that
these types of events could seriously harm our business s likely to increase as we expand the number of web-based products'
and services we offer, and operate in more countries,

Regulatory authorities around the world are considering a number of legislative and regulatory proposals concerning data protection.
In add'tion, the interpretation and application of consume~ and data protection laws in the U.S,, Europe and elsewhere are often
uncertain znd in flux, It is possible that these laws may be interpreted and appiied in a manner that is inconslstent with our data
practices. If so, in addition to the possibility of fines, this.could result in an order requiring that we change our data practices,
which could have an adverse effect on our business and results of operations, Complying with these various laws could cause us
to incur substantial costs or requlve us to change our busness practices in a manner adverse ic our busingss,

With our acquisition of Motorola, we face a number of manufacturing and supply chatn risks that, If not properly
managed, could adversely impact our financial results and prospects.

With our acquisition of Motorola, we face a number of risks related to manufacturing and supply chain management. For instance,
the products we sell may have quality Issues resulting from the design or manufacture of the product, or from the software used
in the product. Sometimes, these Issues may be caused by compoenents we purchase from other manufacturers or suppliers. If
the quality of our Motorola products does not meet our customers' expectations or our products are found to be defective, then
our sales and operating earnings, and ultimately our reputation, could be negatively impacted,

We rely on third partles to manufacture many of Motorala's assembilies and finished products, and we have third-party arrangements
for the design of some compaonents and parts. Our Motorola business could be negatively affected if we are not able to engage
third parties with the necessary capabilties or capacity on reasonable terms, or, if those we engage fail to meet their obligations
{whether due to financial difficulties or other reasons), or make adverse changes in the pricing or other materials terms of our
arrangements with them, '

Motarola, ike many electronics manufacturers, has also experienced supply shortages and price increases in the past driven by
raw material avallability, manufacturing capacity, labor shortages, industry allocations, natural disasters and significant changes in
the firandal or buslness condition of its suppliers, Workaround plans to address shortages have entailed in the past, and could
entail in the future, Increased freight costs for expedited shipments. We cannot assure you that we will not experlence shortages
or other supply chain disruptions In the future or that they will not negatively impact our operations. In addition, some of the
companerts we use In our Motorola products are availatle only from a singte source or lim'ted sources, and we cannot assure
you that we would be able to find replacement vendors on favorable terms or at all in the event of a supply chain disruption.

-Additianally, because many of our supply cantracts have volume-based pricing or minimum purchase requirements, if the volume
of our Motorola sales decreases or does not reach projected targets, we could face increased materfals and manufaciuring costs or
other financial kiabilities that could make our Motorola products more costly per unit to manufacture and therefore iess competitive
and negatively impact our financlal results. Further, certain of our competitors may negotiate more favorabie contractual terms
based on volume and other commitments that may provide them with competitive advantages and may impact our supply.

We also -equire our suppliers and business partners to comply with law and company poricies regarding workplace and
employment practices, environmental compliance and intellectual property ilcensing, but we do not control them or thelr practices.
If any of tham violates laws or Implements practices regarded as unethical, we could experlence supply chain disruptions, canceled
orders, terminations of or damage to key relationships, and damage to our reputation. If any of them fails to procure necessary
license rights to third-party intellectual property, legal action could ensue that could impact the salability of our products and
expose us to financlal obligations to third parties, '

The Dodd-rrank Wall Street Reform and Consurmer Proteciion Act included disclosure requirements regarding the use of “conflict’
minerals mined from the Democratic Republic of Congo ard adjcining countries {DRC) and procedures regarding a manufacturers
efforts to prevent the sourcing of such "conflict” minerals. SEC rules implementing these requirements may have the effect of
reduding tne pool of suppliers who can supply DRC “confl'ct free” components and parts, and we may not be able to obtain DRC
conflict free products or supplies in sufficient guantities for our operations. Also, since cur supply chain is complex, we may face
reputational challenges with'our customers, stockholders and other stakeholders if we are unable to sufficlently verify the origins
for the conflict minerals used in our products.

If our security measures are breached, or If our services are subject to attacks that degrade or deny the abllity of
users to access our products and services, our products and services may be perceived as not being secure, users
and customers may curtail or stop using our products and services, and we may incur significant legal and financlal
exposure.

Qur preducts and services invalve the storage and transmission of users’ and customers' proprietary-Information, and security
breaches expose us to a risk of loss of this information, ltigation, and potential liability, We experience cyber attacks of varylng
degrees on a regular basis, and as a result, unauthorized aarties have obtained, and may in the future obtain, access to our data
Gr our use"s’ or customers’ data. Our security measures may also be breached due to employee error, malfeasarice, or otherwise.
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Additiona! y, outside parties may attempt to fraudulently induce employees, users, Gr customers to disclose sensitive information in
order to gain access to our data ar our users’ or customers' data. Any such breach or unauthorized access could result in significant
legal and financial exposure, damage to our reputation, and a loss of confidence In the secur'ty of our products and services that
could potentially have an adverse effect on our business. Because the techniques used to obtaln unauthorized access, disable or
degrade sanvice, or sabotage systems change frequently and often are not recognized untl launched against a target, we may be
unable to anticipate these technigues or to implament adequate prevertative measures. If an actual or perceived breach of gur
securlty occurs, the market perception of the effectiveness of our security measures could be harmed and we could lose users and
customers.

Web spam and content farms could decrease our search quality, which could damage our reputation and deter our
current and potential users from using our products and services,

"Web spam" refers to websites that attempt to violate a search engine's quality guidelines or that otherwise seek to rank higher
in search results than a search engine’s assessment of thelr relevance and utility would rank them. Afthough English-language
web span In our search results has been significantly recuced, and web spam In most other languages is limited, we expuct web
spammers will continue to seek ways to improve their rankings inappropriately, We continuously combat web spam, incuding through
Indexing technology that makes it harder for spam-fike, less useful web content to rank highly. We face challenges from low-guallty
and irrelevant content websites, Including “content farms,” which are websites that generate large quantities of low-quality content
to help therm improve their search rankings. We are continually launching algorithmic changes focused on low-quality websites. If
web spam and content farms continue to increase on Geegle, this could hurt our reputation for delivering relevant information or
reduce uszr traffic to our websites. in addition, as we continue to take actions to improve our search quality and reduce low-quality
content, this may in the short run reduce our AdSense revenues, since same of these websites are AdSense partners.

Interruption or failure of our information technology and communications systems could hurt our ability to effectively
provide our products and services, which tould damage our reputation and harm our operating results.

The avaliability of our praducts and services depends on the continuing operation of our infermation technology and communications
systems, Our systems are vulnerable to damage or interruption from earthquakes, terrorist attacks, floods, fires, power loss,
telecommunications failures, computer viruses, computer denial of service attacks, or other attempts to harm our systems, Some of
our data centers are located in areas with a high risk-of major earthquakes, Qur data centers are also subject to break-ins, sabotage,
and intenitional acts of vandalism, and to potential disruptions if the operatars of these facilities have finandial difficulties. Some of our
systems ae not fully redundant, and our disaster recovery planning cannot account for all eventualities. The occurrence of a natural
disaster, a dedislon to close a facility we are using without adequate notice for financial reasons, or other unanticipated problems at
our data centers could result in lengthy interruptions in cur service. In addition, our products and services are highly technical and
comglex end may contain errors or vulnerabilities. Any errors or vulnerabilitfes in cur products and services, or damage to or failure
of our sysiems, cauld result in interruptions In our services, which could reduce our revenues and profits, and damage our brand.

Our international operations expose us to additional risks that could harm our business, operating results, and financial
concltion.

Our international operations are significant to our revenues and net income, and we plan to further expand internationally.
Internatlonal revenues-accounted for approximately 53% of our consolidated revenues ir 2012, and more than half of our user
traffic has been coming from outside the U.S. In certaln International markets, we have limited operating experience and may not
benefit from any first-to-market advantages or otherwise succeed,

. Qur Motorola business also has facilities outside the U.S.. and nearly all of our Motorola products (other than some prototypes) are
manufactured outside the U.S., primarily in China, Taiwan and Brazil. If our manufacturing inthese countries is disrupted, our overall
capacity could be reduced and sales or profitability could ke negatively impacted. We require these suppliers and business partners
to comply with law and company policies regarding workplace and employrment practices, environmental compliance and intellectual
property rcensing, but we do not control them ar their practices. If any of them violates laws or implements practices regarded
as urethical, we could experience supply chain disruptions, canceled orders, terminations of or damage to key relationships, and
darnage to our reputation. If any of them falls to procure necessary license fights to third-party intellectual property, legal action
could ensue that couid impact the salability of our produsts and expose us to financlal obligations to third parties.

Moreover, in connection with our operations in Brazil, we have had and continue to have legal disputes and controversies, inciuding
tax, labor and trade compllance controversies and other legal matters that take many years to resolve, We incur legal and other costs in
managing and defending these matters and expect to cortinue.to incur such costs. Based on our assessment of these matters, we
have recorded reserves on only a small portion of the tota: potential exposure. It s, however, very difficult to predict the cutcome of
legal disputes and controversies, including litigation, In Braz| and our ultimate exposure may be greater than our current assessments
and related reserves.
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n addition to risks-described elsewhere in this section, our international operations expose us to cther risks, including the fallowing:

+  Changes in local political, economic, soclal, and laber conditions, which may adversely harm our business,’

Restrictlons on forelgn ownership and Investments, and stringent foreign exchange controls that might prevent us from
repatriating cash earned in'countries outside the U.S,

+ Import and export requiremenits, tariffs, trade disputes and barrlers, and customs classifications that may prevent us from
offering products or providing services to a particula- market and may increase our operating costs.

s+ Potentlal injunctions from impartation into the U.S. of our Motorola products manufactured outside the U.S. in an ITC matter.
« Longer payment cycles in some countries, increased credit risk, and higher leveis of payment fraud.

»  Still developing foreign laws and Jegal systems,

+  Uncertainty regarding liability for services and content. Including uncertainty as a result of local laws and lack of legal precedent.

« Different employee/employer relationships, existence of workers’ counclls and labor unions, and other challenges caused by
distance, language, and cultural differences, making it harder to do business in certain jurisdictions.

« Natural disasters, military or political conflicts, including war and other hostilities, and public health issues and outbreaks,

Ir addition, compliance with complex foreign and U.S. laws and regulations that apply to our internatlonal operations increases our
cost of doing business. These numerous and sometimes conflicting laws and regulations include Internat control and disclosure
rules, data privacy and filtering requirements, antl-corrugton iaws, such as the Foreign Corrupt Practices Act, and other local laws
prohlbiting corrupt payments to governmental officlals, and antitrust and competition regulations, among others. Violations of these
laws and regufations could result in fines and penalties, criminal sanctions against us, aur officers, or our employees, prohibitions on
the conduct of our business and on our ability to offer our products and services in one or more countries, and could also materially
affect our brand, our International expanslon efforts, our ability to attract and retaln employees, our business, and our operating
results. Although we have implemented policies and procedures designed to ensure compliance with these laws and regulations,
there can ke no assurance that cur employees, contracters, or agents wil: not violate our policies.

Finally, since we conduct business in currencies other than U,S. dollars but report our financial results in U.S. dollars, we face
exposure to fiuctuations in currency exchange rates. Aithough we hedge a portion of aur international currency exposure, significant
fluctuations 'n exchange rates between the U.S, dollar and foreign currencies may adversely affect our net income. Additionally,
hedging programs are Inherently risky and could expose us to additional risks that could adversely affect our financial condition
and results of operations.

Our operating results may fluctuate, which makes our results difficult to predict.and could cause our results to fall short
of expectations.

Our cperating results may ductuate as a result of a number of factors, many outside of our control. As a result, comparing our
operating results on a perfod-to-period basis may not be meaningful, ard you shouid not rely on our past results as an indication of
our future performance, Qur Guarterly, year-to-date, and annual expenses as a percentage of our revenues may differ significantly
from cur historical or projected rates. Our operating results in future quartérs may fall below expectations. Any of these events
could cause our stock price to fall. Each of the risk factors listed in this section in addition to the following factors may affect our
operating results:

»  Qur abillty to continue to attract users to our websltes and satisfy existing users on our websites,
+  Qur ability to monetize {or generate reveriues from traffic an our websites and our Google Netwark Members' websites.

+  Qur anility to attract advertisers to our AdWords program, and our ability to attract websites to our AdSense program.

« The mix In cur revenues between those generated on our websites and those generated through our Google Network and
other factors, such as changes in product mix, incuding a slgnificant increase In mobilke search queries and a deceleration
in the growth of desktop queries if monetization stays at current levels, and the geographic mix of our revenues that can
‘affect revenue growth rates and margins.

+ The amount of reveniues and expenses generated and incurred in currencies other than U.S. dollars, and our ability to
manage the resulting risk through our foreign exchange risk management program.

»  The amount and timing of operating costs and expenses and capital expenditures related %0 the maintenance and expansion
of our businesses, operations, and infrastructure,

> Qur focus on long-term goals over short-term resuits.

«  The resulits of cur investments in risky projects, inciuding new business strategles and new products, senvces, techrologies
and acquisitions. ’
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»  Qur ability to keep our welbsites operational at a rascnable cost and without service Interruptlons,

-» Qur abiilty to generate significant revenues from services in which we have invested considerable time and resources, such
as Google Wallet.

Secause our business Is changing and evolving, our histarizal operating results may not be useful to you In predicting aur future
operating results. In agdition, advertising spending has historically been cyciical in nature, reflacting overall economic conditions, as
wel| 2s budgeting and buying patterns. Also, user traffic tands 1o be seasonal. Qur rapid growth has tended to mask the cyclicality
and szasonality of our business. As our growth rate has slowed, the cyclicality and seasanality in our business has become maore
pronounczd and caused our operating results to fluctuete,

If we were to lose the services of Larry, Sergey, Erlc, or other key personnel, we may not be able to execute our business
strategy. '

Our future success depends in a large part upon the continued service of key members of our senlor managem.ent team. In
particular, Larry Page and Sergey Brin are critical to the overali management of Google and the development of our technology.
Along with our Executlve Chairman Eric E. Schmidt, they also play a key role in maintaining our culture and setting cur strategic
direction, All of our executive officers and key employees are at-will employees, and we do not maintain any key-persen life
insurance policies. The loss of key personne! could sericusly harm our business,

Wae rely on highly skilled personnel and, if we are unable to retain or motivate key personnel, hire quallfled personnel,
or maintain our corporate culture, we may not be able to grow effectively.

Our perfermance largely depends on the talents and efforts of highly skilled individuals. Our future success depends on our
continuing ability to [dentify, hire, develop, motivate, and ratain highly skilled personnel for all areas of our organization. Competition
in our industry for qualified employees is intense, and certain of our competitars have directly targeted our employees. in addition,
our compeansation arrangements, such as our equity award programs, may not always be successful in attracting new employees
and ratain'ng and motivating our existing employees, Qur continued ablliity to compete effectively depends on our ability to attract
new employees and to retain and mativate our existing amployees,

In addltion, we believe that our corporate culture fosters ‘nnovation, creativity, and teamwork. As our organization grows, andiije
are required to implement more complex organizational management structures, we may find it increasingly difficult tc maintain
the benef dal aspects of our corporate culture, This covic negatively impact our future success.

Our business depends on continued and unimpeded access to the Internet by us and our users. Internet access
providers may be able to block, degrade, or charge for access te certain of our products and services, which could lead
to additional expenses and the loss of users and advertisers.

Our products ana services depend on the ability of our users to access the internet, and certain of our products require significant
bancwidtr to work effectively. Currently, this access is provided by companies that have sighificant market power in the broadband
and interret access marketplace, Including incumbent telaphone companies, cable companies, mobile communications companies,
and government-owned service providers. Some of these providers have taken, or have stated that they may take, measures that
could deg-ade, disrupt, or increase the cost of user access to certain of our products by restricting or prohibiting the use of their
infrastructure to support or facilitate our offerings, or by charging Increased fees to us or our users te provide our offerings. Such
Interference couid result in a loss of existing users anc advertisers, and increased costs, and could impalr our ability to attract
new users and advertisers, thereby harming our revenues and growth.

New technologies could block our ads, which would harm our business.

Technologies have been d evéloped (including by us) that can block the display of our ads and that provide tools to users to opt
out of our advertising products. Most of our revenues are derived from fees paid to us by advertisers in connection with the
dispiay of ads on web pages for our users. As a result, such technologies and tools could adversely affect our operating results,

We are exposed to fluctuations In the market values of our Investment portfollo,

Given the glabal nature of our business, we have investments both domestically and internationally, Credit ratings and pric’'ng of
thes= investments can be negatively iImpacted by liguidity, credit deterioration or losses, financial results, or other factors. As a
result, the value or liquidity of our cash equivalents and marketable securities could decline and result in a material impairment,
which could materially adversely affect our financial concition and operating results,
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We may have exposure to greater than antlcipated tax liabllities.

Qur future Income taxes could be adversely affected by earnings being lower than anticlpated in jurlsdictions that have lower
statutory tax rates and higher than anticipated in jurisdictions that have higher statutory tax rates, by changes in the valuation of
our deferred tax assets and liabllitles, as a result of gains on our foreign exchange risk management program, or changes in tax
laws, regulations, or accounting principles, as well as cersin discrete items. We are subject to regular review and audit by both
domestic and foreign tax authoritles. Any adverse outcome of such a review or audit could have a negative effect on our operating
results and financtal condition. In addition, the determination of our woridwide provision for income taxes and other tax liabilities
requiras significant judgment, and there are many transactions and calculations where the ultimate tax determination is uncertain.
Although we believe our estimates are reasanable, the ultimate tax outcome may differ from the amounts recorded in our financlal
‘statements and may materially affect our financial results ‘n the period or periods for which such determination |s made.

Risks Related to Ownership of Our Stock

The trading price for our Class A common stock may continue to be volatile, and If the shares of the new dass of non-
vating Class C capltal stock are distributed as expected, the trading price of that class may also be volatile and may
affect the trading price for the Class A common stock. )

The trading price of our Class A commaon stock has at times experienced substantial price volatility and may continue to be
volatllz, For example, from January 1, 2012 through December 31, 2012, the closing price of our Class A common stock ranged
from $559.05 per share to $76B.05 per share. The trading price of our Class A common stock may fluctuate widely in response
to various factors, some of which are beyond our control. These factors include, among others: '

+  Quarterly variations in our results of operations or those of our competitors.

+  Announcements by us or our competitors of acquisitions, new producs, significant contracts, commerclal relationships,
or apital commitments.

» Recommendations by securities analysts or changes in earnings estimates,

+  Announcements about our earnings that are nat in line with analyst expectations, the risk of which is enhanced because
it is our policy not to give guidance on earnings,

* Announcements by our competitors of their earnings that are not in line with analyst expectations,

+ Commentary by industry and market professionals about our products, strategies, and other matters affecting our business
and results, regardiess of its accuracy.

« The volume of shares of Class A common stock available for public sale,

+ Salesof Class A common stock by us or by our stockholders {including sales by our directors, executive officers, and other
employees).

» Short sales, hedging, and other derivative transactions on shares of our Class A commaon stock {inciuding derlvative
transactions under our Transferabie Stock Option program).

In addition, we have announced the intention of our board of directors to.consider a distribution of shares of our non-vating
Class C capital stock as a dividend tg our hoiders of Class A and Class B common stock, pending resolution of itigation Involving
the authorization of that class.

Although we plan to [ist the Class C capital stock on The Nasdag Stock Market, we cannot predict whether, or to what extent, a
liquid trading market will develop for the Class C capital steck. If it does not or if the Class C capital stock s not attractive to targets
as an acquisition currency or to our employees as an incentive, we may not achieve our objectives in creating this new class, As
in the case of the Class A common stock, the trading price for the Class C capital stock may also be volatile and affected by the
factors noted above, as well as by the difference In vating rights as between the Class A common stock and the Class C capital
stack, the volume of Class € capital stock available for public sale and sales by us and our stockholders of Class € capltal stock,
including by institutional investors that may be unwilling. unable or choose not to hold non-vating shares they receive as part of
the stock aividend, If it is deciared and paid, Whether or not the Class C capital stock is included in stack indices in the future may
also effect the trading prices of the Class A common stocx and the Class C capital stock,

In addition, the stock market In general, and the market for technology companies in particular, have experlenced extreme price
and volume fluctuations that have often been unrelated cr disproportionate to the operating performance of those tompanies.
These broad market and industry factors may harm the market price of our Class A common stock, and, if issued, our Class C
capital Stock, regardless of our actual operating performance.
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The concentration of our stock ownership limits our stockholders’ ability to Influence corporate matters.

Our Class 8 common stock has 10 votes per share and cJr Class A common stock has one vote per share, As of December 31,
2012, Larry, Sergey, and Eric beneficially owned approximately 92% of our outstanding Class B common stock, representing
approximately 65% of the voting. power of our outstanding capltal stock. Larry, Sergey, and Eric therefore have significant
Influence over management and affairs and over all matters requiring stockholder approval, induding the election of directors
and signifizant corporate transactions, such as a merger or other sale of Gur-company or olr assets, for the foreseeable future.
in addition, because our Class C capital stock carries no voting rights (except as required by applicable law), the Issuance of the
Class C capital stock, including in future stock-based acqulsition transactions and to fund employee equity incentive programs,
could prolong the duration of Larry and Sergey’s current relative ownership of our voting power and their ability to elect all of our
directors and to determine the outcome of most matters submitted to a vote of our stockholders. Together with Eric, they woutd
also contirue to be able to control any required stockholder vote with respect to certain change in control transactions Involving
Google (including an acquisition of Google by another comparty).

This concentrated control limits or severely restricts our stockholders' ability to influence corporate matters and, as a result, we
may take zctions that our stockholders da not view as benefidial. As a result, the market price of our Class A tommon stock and,
if issued, cur Class C capital stock couid be adversely affected.

Provisions In our charter documents and under Delaware law could discourage a takeover that stockholders may
consider favorable,

Provisions in our certificate of incorporation and bylaws may have the effect of delaying or preventing a change of control or
changes in our management. These provisions include the following:

+  Qur certificate of incorporation provides for a dual ciass commeon stock structure. As a result of this structure, Larry, Sergey,
and Eric have significant influence over all matters ~equiring stockholoer approval, Including the election of directors and
sigrificant corporate transactions, such as a merge- or other sale of our company or our assets. This concentrated control
cou'd discourage others from initiating any potertial merger, takeover, or other change of control transaction that other
stockholders may view as beneficial. As noted abave, the issuance of the Class C capital stock could have the effect of
pralonging the influence of Larry, Sergey, and Erlc.

«  Our board of directors-has the right to elect direc:ars to il a vacancy created by the expansion of the Board of Directors
or the resignation, death, or removal of a directer, which prevents stockholders from being able to fill vacancles on gur
boa-d of directors.

»  Qur stockholders may not act by written consent. As a result, a halder, or holders, controlling a majority of our capital stock
wolld not be able to take certain actions without holding a stockholders’ meeting.

+  Our certificate of incorporation prohibits cumulat ve voting in the election of directors. This limits the ability of minarity
stockholders to elect director candidates.

»  Stockholders must provide advance notice to ncminate Individuals for election to the Board of Directors or to propose
matters that can be acted upon at a stockholders’ meeting. These provisions may discourage or deter a potential acquirer
from conducting a solicitation of proxies to elect the acquirer's own slate of directors or otherwise attempting to obtain
control of our company.

+  Qur board of directors may issue, without stockholder appraval, shares of undesignated preferred stock, The abllity to issue
undesignated preferred stack makes it possible for our board of directors te Issue preferred stock with voting or other
righs or preferences that could impede the suiccass of any attempt to acquire us.

As a Delaware corporation, we are also subject to certain Delaware anti-takeover provisions. Under Delaware law, a corporatian
may not engage In a business combination with-any holder of 15% or more of its outstanding voting stock unless the holder has
held the stock for three years or, amang cther things, the Board of Directors has approved the transaction. Our board of directors
could rely on Delaware law to prevent or delay an acqulstion of us.
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ITEM 1B.  Unresolved Staff Comments

None,

ITEM 2. Properties

Our headguarters are located in Mountain View, Califarnia, where we own approximately 3.5 million square feet of office and
buliding space and approximately seven acres of developablé land to accommodate anticipated future grawth, We also own a
2.3 million square feet office building in New York, New Yerk and 665,000 square feet of office and building space in Paris, France
and Dublin; Ireland. We also operate and own data centers in the U.S,, Europe, and Asia pursuant to varlous lease agreements
and co-location arrangements.

In adcition, we lease approximately 3.8 million square feet of office space and approximately 61 acres of undeveloped land in
and near cur headquarters in Mountain View, California. We also lease additional research and development, and sales and
suppert offices throughout the United States and raintain leased facilitles internationally in countries around the world. Larger
leased sites include properties focated in Dublin, Ireland; Zurich, Switzerland; London, UK; Hyderabad, India; San Francisco, CA;
San Bruno. CA; Parls, France; Hamburg, Germany; Tel Avly, Israel; Sao Paulo, Brazil; Ann Arbor, MI; Bothell, WA; Cambridge, MA;
Chicago, IL; Kirkland, WA; Venice, CA; Pittsburgh, PA; Seattle, WA; Sydney, Australia; Beijing, China; Shanghai, China; Bangalore,
India; Gurgaon, India; Tokyo, Japan; and Singapare. )

Motorola also operates manufacturing facilities, research and development, administrative and sales offices in various U.S.
locations and in many foreign countries. Motorola owns eight facliities (manufacturing, sales, service and offices), five of which
are located in the Americas Region (U.5., Canada, Mexice, Central America and South America) and three of which are located in
other countries. As of December 31, 2012, Motorola leased 97 faiiities, 31 of which are [ocated in the Americas Reglon and 66
of which are located in other countries. Motoroia Mebility awns three major facilities for the manufacturing and distribution of its
products. These facilities are located in Tianjin, China; Hsin Tien, Taiwan; and Jaguariuna, Brazll, As previcusly reported, Motorola is
executing & significant consolidation of Its portfolia, which will reduce the number of facilities worldwide, including manufacturing,
sales and marketing, and research ard development locaions.

We believe our existing facilities, both owned and leasec. are in good condition and suitable for the conduct of our business,
Motorola generally considers the productive capacity of the plants operated by each of its business segments to be adeguate
and sufficient for the requirements of each business groLp. The extent of utilization of such manufacturing facilities varies from
plant to plant and from time to time during the year.

ITEM 3. Legal Proceedings

For a description of our material pending legal proceedings, please see Note 11 “Commitments and Cortingencies—Legal Matters”
of the Notes to Consolidated Financlal Statements includec in Item 8 of this Annual Report on Forrm 10-K, which Is incorporated
hereln by reference, '

ITEM 4. Niine Safety Disclosures

Not applicabie.
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ITEM 5. Market for Registrant's Comron Equity, Related
Stockholder iMatters and lssuer Purchases of Equity
g

Our Class A common stack has been listed on the Nasdag Global Select Market under the symbol “GOOG" since August 19, 2004,
Prior to'that time, there was no public market for our stock. The following table sets forth for the indicated periods the high and
low sales prices per share for our Class A common stock on the'Nasdaq Global Select Market. -

Fiscal Year 2012 Quarters Ended: High Low
March 31,2012 - T O$B70Z3 $564 55
june 3Q, 2012 653.14 556.52
Saptember 30, 2032 76489 5629
December 31, 2012 . 77438 636.00
Fiscal Year 2011 Quarters Ended: : High Low
Marrh 31 2011 $€42 96 $351.3
June 30,2011 59519 473.02
Sepramber 30, 2011 627 50 490 85
December 31, 2011 ©46.76 480.60

Our Class B common stock is neither listed nor traded.

Holders of Record

As of December 31, 2012, there were approximately, 2,683 stockholders of record of our Class A common stack, and the dosing
price of our Class A common stock was $707.38 per share as reported by the Nasdaq Global Select Market. Because many of our
shares of Class A common stock are held by brokers and other instltutions on behalf of stockholders, we are unable to estimate
the total number of stockholders represented by these recard holders, As of December 31, 2012, there were approx/mately
79 stockholders of record of our Class B common stock

Dividend Policy

Wa have never declared or paid any cash dividend on our common stock, We intend to retain any future earnings and do not
expect to pay any cash dividends in the foreseeable future.
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Stock Performance Graph

This performance groph shall not be deemed “filed” for purposes of Section 18 of the Securitles Exchonge Act of 1934, os omended
(the Exchange Act), or incorporated by reference into any fifing of Google under the Securities Act of 1933, as amended, or the Exchange
Adt, except s sholl be expressly set forth by specific reference :n such filing.

The frilowing graph compares the S5-year cumulative tetal return to shareholders on Google Inc.s common stock relative to
the cumulgtive total returns of the S&P 500 index, the FDG:Internet Composite Index, and the NASDAQ Composite index, An
investment of $100 (with reinvestrent of all dividends) Is assumed to have been made in the company’s common stock and in
each index on December 317, 2007 and its relative performance is tracked through December 31, 2012. The returns shown are
based on kistorical results and are not intended to suggest future performance.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*

Among Google Inc,, the S&P 500 Index, the NASDAQ Composite index,

$160 and the RDG Internet Composite Index
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¥ $100 Invested on December 31, 2007 In stock or indey, Induding relnvestment of dividends. Fiscal year ending December 31,
Copyright® 2013 S&P, a divisian of The McGraw-Hii! Compar'es Inc All rights reserved,
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Results of Google’s Transferable Stock Option (TSO) Program

Under ou~ TSQ program, eligible employees are able to sell vested stock options ta patticipating financial institutions in
an online acction as an alternative to exerclsing opticns In the traditional method and then selling the underlying shares.
The fallowing table provides informatlon with respect *o sales by our employees of TSOs during the three menths ended
Decembe~ 31, 2012: '

. Aggregate Amounts Weighted-Average Per Share Amounts
Number of Shares  Sale Price _ TSO  ExerclsePrice  Sale Price 750
Underlylng T50s Sold _of TSOs Sold Premium® of TSOs Sold  of TSOs Sold _ Premium®
Period® ' {in thoustinds) '
October 1- 31 49,77 515,307 $ 514 $38149 $707 55 $1034
November 1 - 30 190,351 66,001 : 1,153 33877 346.73 6.06
Decemiar 121 0 0 0 aQ 0 ¢
Total (excedt weighted-average ,
Er 5Nare EMounts; 240,123 581,308 $1,667 $347.56 $33861 $ 6395

(") The TSD pro%'am is generally active during regular trading nours for the Nasdaq Global Select Market when our trading window is open.
However, we have the right to suspend the TSQ program at zny time for ary reasen, including for maintenance and other technlcal reasons.

(2) TSO premium Is calculated as the difference between (a) the sale price of the TS0 and (b) the intrinsic value of the TSO, which we define as
the excess, If any, of the price of our Class A common stock at the time of the sale over the exercise price of the TSO.

Qur TSO program allows participation by executive officers {other than Larry Page, Sergey Brin, and Eri¢ E. Schmidt). The
following table provides information with respect to sales by our executive officers of TSOs during the three months ended
December 31,2012 '

Aggregate Amounts
Number of Shares - Sale Price TS0
Underlying T50sSold ~ of TSOsSold _ Premlum
j_xa_s_utl\fe O fficer . : {in thousands)
Mixesh Arera 2,845 $ 999 3
Patrick Pichette 3;291 $2,041 4177
Toal ' 12134 $3,540) £180
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ITEM 6. Selected Financial Data

You should read the following selected consolidated financla! data in conjunction with Item 7 "Management's Discussion and Analysis
of Finencia Condition and Results of Operatiors” and our consolidated financlal statements and the related notes appearing In
Itern 8 “FInanciai Statements and Supplementary Data” of this Annual Report on Form 10-K,

The ccnsolidated statements of income data for the years ended December 31, 2010, 2011, and 2012 and the consolidated balance
sheet data at December 31, 2011, and 2012 are derived from our audited consolidated financial statements appearing in ltem 8
of this Annual Report on Form 10-K, The consolidated stazements of income data for the years ended December 31, 2008 and
2009, and the consolidated balance sheet data at December 31, 2008, 2009, and 2018, are derived from our audited consolidated
financial statements that are not included in this Annual Eeport on Form 10-K, The historical results are not necassarlly indicative
of the results to-be expected in any future period.

Year Ended December 31,
{in milfions, except per share omounts} 2008 2009 2010 2011 2012
Consclidated Suatements o7 ln-ome Daca R
Revenues $21796 $23,651 $29,321 $37,905 450,175
lncome from operations 8632 2312 10331 11,742 12,750
Net Inzome from continuing operations 4227 6,520 8,505 9,737 10,788
Net toss from qiseor tinued Gperations i} G 0 0 31
Net income . 4227 6,520 8,505 9,737 10,737
M=t neam:e (oss) per share of Closs a and Closs B
common stock—basic
Continuing operations $ 1346 $ 2062 $ 26.69 $ 3017 $ 3297
Discontiiued operatong ] 9 9 d $ (D16)
Net income per share of Class A and Class B
commaon stock—basic $ 1346 $ 20.62 $ 2668 ° ° § 3047 $ 32.81
P S— — —
Mev ircome (ioss per share 3f Class A and Class B
common stock—ailuted
Continuirg operations $ 13.31 $ 2041 $ 2631 $ 2976 $ 3246
Disczonur. 2d opAt atians ) 0 1) 0 0 4 1015
Net income per share of Class A and Class B ’
common stock—dlluted - $ 1331 $ 20:}1 . § 2631 $ 2876 $ 321
As of December 31, '
fin milloas} _ _ 2008 2000 2010 2011 2012
Consoidawed Belonce Sheat Data
Cash, cash equivalents, and marketable securities $£15.846 $24 485 $34,975 $44,626 $48,088
Total assate 3,768 46,497 57831 72574 93,798
Total long-term liabllitles +227 1,746 1,614 5516 7,746
Total stocknolder s’ eguity 25.239 36004 46341 58,145 71,715
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ITEM 7. Management's Discussion and Analysis of Financial
Condition and Results of Operations

The following discussion and analysls of our financial ccndition and resuits of operations should be read together with our
consclidatad financial statements and related notes included under item 8 of this Annual Report on Form 10-K.

QOverview

Google Is 2 global technology leader focused on Improving the ways people connect with Information: We aspire to build products
and provide services that improve the lives of billlons of peaple globally. Our mission is to organize the world’s information and
make It universally accessible and useful. Our innovations in web search and advertising have made our website a top Internet
property and our brand one of the most recognized in tne world.

Our Motorola business is comprised of two operating segments. The Mobile segment is focused on mobile wireless devices and
related products and services. The Home segment Is focused on technologles and devices that provide video entertainment
services to consurners by enabling subscribers to access a variety of interactive digital television services.

We generate revenue primarily by delivering relevant, ccst-effective online advertising. Businesses use our AdWords program to
promote their products and services with targeted advertising, In addition, the third parties that comprise the Google Network
use clUr AdSense program to dellver relevant ads that gznerate revenues and enhance the user experience. We also gererate.
revenrues Tom Motorola by sellling hardware products.

In December 2012, we entered into an agreement with Arris and certaln other persons providing for the disposition of our
Matcrola Home segment. The transaction is expected to close In 2013,

Trends in Our Businesses

Advetising transactlons continue to shift from offline tc online as the digital ecanomy évolves. This has contributed to the rapid
grow:h of our business since Inception, resulting In substantially increased revenues, and we éxpect that our business will continue
to grow. However, our revenue growth rate has generally declined over time, and 't could do so in the future as a result of a number
of factors, including increasing competition, our investments in new business strategles, products, services, and technologies,
changes in our product mix, query growth rates and how users make queries, challenges in maintaining our growth rate as our
revenues ‘ncrease to higher levels, and the evolution of the online advertising market, Including the Increasing variety of onfine
platforms for advertising, and other markets in which we participate. )

Moblle search querles and mablle commerce are growing dramatically around the warld, and consumers are using multiple
devices ta access information, Over time these trends have resulted in changes in our product mix, including a significant
increase in mobile search queries and a deceleration in the growth of desktop queries. We expect that our revenue growth rate
will continue to be affected by evolving consumer preferences, as well as by advertising trends, the acceptance by mobile users
of our products and services, and our abilfty to create a seamless experience forboth users and advertisers in a muiti-screen
environment. In addition, If there Is a further general economic dawnturn, this may resuit in fewer cormercial queries by our
users anc may cause advertisers to reduce the amoun they spend on oniine advertising, Induding the amount they are wiliing
to pay for each click or impression, which cauld negatively affect the growth rate of our revenues. We plan to continue to invest
aggrassively in our core areas of strategic focus.

The main focus of our advertising programs s to provide relevant and useful advertising ta our users, reflacting our commitment
to censtantly improve their averall web experience. As a result, we expect to continue to take steps to improve the relevance of the
ads displayed on our websites and our Google Network Members' websites. These steps Include not displaying ads that generate
low dlick-through rates or that send users to irrelevant cr otherwise low quality websites, updating our advertising policies and
ensuring their compliance, and terminating our relationships with those Google Network Members whose websites do not meet
our quallty requirements. We may also continue to take steps to reduce the number of accidental clicks by cur users, These steps
could negatively affect the growth rate of our revenues.

Both seasonal fluctuatlons in internet usage and traditional retall seasonality have affected, and are likely to continue to affect,
our business. Internet usage generally slows during the summer months, and commercial queries typically increase significantly in
the fourth quarter of each year. These seasonal trends have caused, and will likely continue to cause, fluctuations in our quacterly
results, Ircluding fluctuations in sequential revenues, as well as aggregate paid dick and average cost-per-click growth rates.
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The aperating margin we realize on revenues generated from ads placed on our Gocgle Network Members' websites through
our AcSense program is significantly lower than the operating margln we realize from revenues generated from ads placed an
our websltes because mast of the advertiser fees from acs served on Google Network Members' websltes are shared with our
Google Netwvork Members, For the past five years, growth ir advertising revenues from our websites has generally exceeded that
from cur Google Network Members' websites. This trend has had a positive Impact on our operating margins, and we expect that
this will continue for the foreseeable future, although the relative rate of growth in revenues from our websites compared to the
rate of growth in revenues from our Google Network Merbers' websites may vary over time. Alsg, the margins on advertising
revenues from mobile devices and other newer advertisirg formats are generally lower than those from desktap computers and
tablets. We expect this trend to continue to pressure our margins, particularly if we fall to realize the opportunities we anticipate
with the transition to a dynamic multi-screen environment.

We conduct our Motorola business int highly competitive markets, fadng both new and established campetitors. The markets far
many of our products are characterized by rapidly changirg technologies, frequent new product introductions, changing consumer
trends. short product fife cycles, consumer loyalty and evolving industry standards. Market disruptions caused by new-technologjes,
the entry of new competitors, consolidations among our customers and competitors, changes in regulatory requirements, changes
in econom ¢ congditions, supply chain interruptions or otrer factors, can Introduce volatility into our businesses. Meeting all of
these challznges requires consisterit operational planning and executlon and Investment in technology, resulting in innovative
products that meet the needs of our customers around the world.

From an overall business perspective, we continue to Invest aggressively in our systems, data centers, corporate fadlities, information
technology infrastructure, and employees, We increased our hiring in 2012, and we may continue to do so and to provide competitive
compensation programs for our employees. Our full-time employee headcount was 32,467 at December 31, 2011 and 53,861
at December 31, 2012, which includes 16,317 headcount from Motorola. Acqulsitions will also remain an important companent
of our strategy and use of capital, and we expect aur current pace of acquisitions to continue. We expect our cost of revenues wif
increase in dollars and may increase as a percentage of revenues In future periods, primarlly as a result of forecasted increases
in trafiic acquisition costs, manufacturing and inventory-reiated costs, data center costs, content acquisition costs, credit card
and other ransactioh fees, and other costs. In particular, traffic acquisition costs as a percentage of advertising revenues may
increese in the future If we are unable to continue to improve the monetization or generatlon of revenues from traffic on our
websltes and our Google Network Members' websites.

As we expand our advertising programs and other products to International markets, we continue to Increase our exposure to
fluctuations in foreign currency to U.S. dollar exchange rates. We have a forelgn exchange risk management program that is
designed to reduce our exposure to fluctuations in foreign currency exchange rates. However, this program will not fully offset
the effect of fluctuations on our revenues and earnings,
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Results of Operations

We completed our acquisition of Motorola on May 22, 2012 (the acquisition date). The operating results of Motorola were included
In our Corsolidated Statements of Income from the agquisition date through December 31, 2012, In December 2012, we entered
into an agreement for the disposition of the Motorola Home segment and the related finandial results are presented as net loss
from discontinued operations in the Consclidated Statements of Income.

Subsequent to the acquisition in May 2012, we Initiatec a restructuring plan in our Motorola business. See Note 8 of Notes to
Consclidated Financial Statements included in ltem & of this Annual Report on Form 10-K for further discussion of this restructuring
plan and the associated restructuring charges. We continue to evaluate our plans and further restructuring actions may occur,
which mav cause us to Incur additional restructuring charges, some of which may be significant.

The following table presents our historical operating resuits as a percentage of revenues for the periods indicated:

Year Ended December 31,
2010 2011 2012
Consalidated Swaterments of Income Data;
Revenues:
Gocgle (ravertrng and other) 100 0% 100 0% 9: 2%
Mazorola Moblle (hardware and other) 0 0 - 82
Total navenues 100 0% 100 0% 100 0%
Costs and expenses: j I
Cost of revenies—Google (advertsing and ether) ass 348 342
Cost of revenues—Motorola Mobile {hardware and other) 0 0 69
Researcr and dave |spmenc 128 136 135
Sales anc marketing 8.5 12.1 12.2
tenerdl anc adrunistratrse 68 )l 78
Charge related to the resolution of Department of Justice investigaticn 0 1.3 0
Tetal rosts ANd exgenses Y45 620 746
Incame frern operations 354 310 254
Intrest ar 4 vther income net 14 15 13
Income from continuing operations pefore income taxes 368 325 26.7
Provisicn for ncome foxes 78 68 92
Net income from continuing operations 290 257 215
Het, {oss trom.chscontinued operations ) 0 o1
Net incoma - . 29.0% 25.7% 21.4%
Revenues
The following table presents our revenues, Ly revenue source, for the periads presented {iiy millions):
_Year Ended December 31,
2019 2011 2012
Google,
Advertising revenJes;
Gaogle websites $19.444 $26,145 $31,.22)
Google Network Members' websies 8792 10,386 12,465
tirtal adees tsing 1evenilies 28,236 26 531 42 635
QOther revenues 1,085 1,374 2,353
Totai Gorgle revenuas EVertiZing and other) %31 $37,905 $456,039
Motorola Moblle:
Tuts] Motorola Mobile (evenues (hadwere and cthied ] 0 413€
Total revenues $29,321 $37,905 450,175
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The fcllowing table presents our revenues, by business, zs a percentage of totz! revenues for the periods presented:

Year Ended December 31,
. : 2010 2011 012
Googls (adervsing cned other) 100% 100% 2%
Motorola Mobile (hardware and other) : o% 0% 8%
i otal fevenaes — . 100% 160% : 100%

The fellowing table presents our Google revenues, by revenue source, as a percentage of total Google revenues for the perlads
presented:

Year Ended December 31,
2010 2011 2012

A eMsIng | evenue”:

Google websltes 66% 69% 68%

Google Networ i Member s websites 30% 27% 27%
Total advertising revenues 96% 96% 95%

Google weosies a< % of adveriising reverues © 05% 72% %

Google Network Members' websites as % of advertlsing reveriues 31% 28% ©29%
{ther reveriues 4% 4% 5%

Qur ravenues increased $12,270 million from 2011 to 2012, This increase resulted primarily from an Increase in advertisirg
revenues generated by Google websites and Google Network Members' websites and, to a lesser extent, an increase in other
revenues driven by hardware product sales. The increase in advertising revenues for Google websites and Google Network
Members' websites resulted primarily from an increase 'n the number of pald clicks through our advertising programs, partially
offset by a decrease in the average cost-per-click paid by our advertisers, The increase in the number of paid clicks generated
through oJr advertising programs was due to an Increase in aggregate traffic including mobile querles, certain monetization
imprevements including new ad formats, the continued globat expansion of our products, advertisers, and user base, as well as
an increase In the number of Google Network Members. The decrease In the average cost-per-click paid by our advertisers was
driven by various factors, such-as the general strengthening of the U.S dollar compared to certaln forelgn currencles {primarily
the Euro), the revenue shift mix between Google websites and Google Network Members' websites, the changes in platform mix
due to traffic growth in mobile devices, where the average cost-per-click is typically lower compared to desktop computers.and
tablets, and the changes in geographical mix due to traffic growth in emerging markets, where the average cost-per-dick is typically
lower compared to more mature markets.

In additior, the increase in our revenues from 2011 to 2012 resulted from the inclusion of revenues from our Motorola Mobile
business cf $4,136 million.

Qur revenues increased $8,584 million from 2010 to 2011, This increase resulted primarily from an increase in advertising revenues
generated by Google websites and Google Network Members' websites, The increase in advertising revenues for Google websltes
and Coogle Netwark Members' websites resulted primarily from an increase in the number of paid clicks through our advertising
programs and, to a lesser extent, an Increase In the average cost-per-click pald by our advertisers. The increase in the number
of pa'd clicks generated through our advertising programs was due to an increase in aggregate traffic, cartaln monetizaticn
improverrents including new ad formats, and the continued global expansion of our products, and our advertiser and user
base, as well as an Increase In the number of Google Network Members, The increase in the average cost-per-click pald by our
advertisers was primarily driven by the increased spending from advertisers and a general weakening of the U.S dollar compared
to foreign currencles (primartly the Euro, Japanese yen, and British pound), partially offset by the changes In geographical mix due
to traffic growth In emerging markets, where the average cost-per-click is typically lower, compared 10 more mature markets. In
addition, the increase in advertising revenues for Google Network Members' websites from 2010 to 2011 was partially offset by
the lcss of a search partnership and, to a lesser extent, 9y a search quallty Improvement made during the first quarter of 2011.

improvements in cur abllity to ultimately meonetize increased traffic primarily refate to enhancing the end user experierice, Including
providing end users with ads that are more relevant to their search querles or to the content on the Google Network Members'
websites they visit. For Instance, these Improvements include increasing site finks to be full size links with the URL (uniform
resource locator), moving a portion of the first line of the ad to the heading to better promote the cantent of the ad, providing
an option to preview the ad, and moving the ad's URL tc 2 separate line below the heading for greater page format consistency.
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Aggrezate pald clicks on Google websites and Google Network Members' websites increased approximately 34% from 2011 to 2012
and approximately 25% from 2010 to 2011. Average cost-per-click on Google websites and Google Network Mambers’ webslites
decreased approximately 129 from 2011 to 2012 and (~creased approximately 3% from 2010 to 2011, The rate of change in
aggregate paid clicks and average cost-per-dick, and their correlation with the rate of change in revenues, has fluctuated and
may fiuctuate in the future because of various factors, including the reveriue growth rates on our websites compared to those of
our Google Network Members, advertiser competition for keywords, changes in foreign currency exchange rates, seasonality, the
fees advertlsers are willing to pay based on how they manage thelr advertising costs, changes In advertising quallty or farmats,
and g=neral economic conditions. In additlon, traffic grovah in emerging markets compared to more mature rmarkets and across
various advertising verticals and channels, including mobire devices, also contributes to these fluctuations. Changes in aggregate
paid clicks and average cost-per-click may not be Indicative of our performance or advertiser experlences In any specffic geographic
market, vertical, or industry.

We believe that the increase In the number of paid clicks or Google websites and Google Network Members' websites Is substantially
the result of our commitment to improving the relevance and quality of both our search resuits and the advertisements displayed,
which we selieve results in a better user experience, which in turn results in more searches, advertisers, and Google Network
Members and other partners.

Revenues by Geography

The following table presents our Google damestic and international revenues as a percentage of Google revenues, determined
based on the billing addresses of our customers for our Google business:

Year Ended December 31,
) 2010 2011 2012
Urited states 48% 46% 46
United Kinedom 1% ' 11% 11%
Resy. of une world 4% 43% - 43%

The fallowing table presents our consolidated domestic and international revenues as a percentage of consolidated revenues,
determined based on the billing addresses of our customes for our Googie business, and shipping addresses of our customers
for our Motorola Mobile business: ‘

Year Ended December 31,
010 2011 2012
Lnited Stames 48% 46% 47%
United Kingdom 118 11% ’ 10%
Rest o he world 41% A3% A2

The growth in revenues from the United States as a percentage of consoiidated revenues from 2011 to 2012 was primarily as a
result of the Inclusion of Motorola Mobile revenues which were primarlly generated in the United States.

The general strengthening of the U.S. dollar relative to certain forelgn currencies (primarily the Euro) from 2011 t0 2012 had an
unfaverabie impact on cur international revenues, Had foreign exchange rates remalned constant in these periods, our revenues
from the United Kingdom would have been $68 miliion cr 1,4% higher and our revenues from the rest of the world would have
been approximately $1,211 million or 5.6% higher In 2012. This Is before consideration of hedging gains of $18 millicn and
$19¢ million recognized to revenues from the United Kirgdom and the rest of the world in 2012, .

The general weakening of the U.S. dollar relative to certair foreign currencies (primarily the Euro, Japanese yen, and British pound)
from 2010 to 2017 had a favorable Impact on cur international revenues. Had foreign exchange rates remained constant in these
pericds, our revenues from the United Kingdom would have been $129 million, or 3.2%, lower and our revenues from the rest of
the world would have been approximately $834 million, or 5.1%, lower in 2011. This Is before consideration of hedging gains of
$9 million and $34 million recognized to revenues from the United Kingdom and the rest of the worid in 2011,

Altheugh we expect to continue to make investments in nternatlonal markets, these investments may not result in an increase
in our international revenues as a percentage of total revenues in 2013 or thereafter. See Note 15 of Notes to Consolidated
Financlal Statements Included In Item 8 of this Annual Report on Form 10-K for additional information about geographic areas.
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Costs and Expenses

Cost of Revenues

Cost of revenues consists primarily of traffic acquisition costs. Traffic acquisition” costs consist of amounts ultimately pald to our
Google Network Members under AdSense arrangements and to certain other partners (our distribution partners) who distribute
our too'bar and other products {collectively referred to as access points) or otherwise direct search queries to our website
(collectively referred to as distribution arrangements). These amounts are primarily based on the revenue share and fixed fee
“arrangements with our Google Network Members and disiribution partners.

Certair distribution arrangements require us to pay our partners based on a fee per access polnt delivered and not exclusively—
or at all—based on revenue share, These fees are non-refundable. Further, these arrangements are terminable at will, although
under the terms of certaln contracts we or our distribution partners may be subject to penalties In the évent of early termination.
We recogn ze fees under these arrangements over the estimated useful lives of the access points (approximately two years) to
the extent we can reasonably estimate those lives and they are longer than one year, or based on any contractual revenue share,
If greater, Otherwise, the fees are charged to expense as incurred. The estimated usefui life of the access points is based on the
historical average perlod of time they generate wraffic and revenues.

Cast of revenues also includes the expenses associated with the operatlon of cur data centers, including depredation, labor,
energy, and bandwidth costs, credit card and other transaction fees related to processing customer transactions, amortization
of acquired Intangible assets, as wel! as content acquisition costs. We have entered Into arrangements with certain content
providers under which we distribute or licer:se thelr video and other content. In a number of these arrangements, we display ads
on the pagas of our websites from which the content Is viewed and share most of the fees these ads generate with the content
provicers. We also license content on the pages of our web sites fram which the content is sold and share most of the fees these
sales generate with content providers. To the extent we are obligated to make guaranteed minimum revenue share payments
to our content providers, we recognize as content acquisition costs the contractual revenue share arhount or on a stralght-line
basis, whicnever Is greater, over the terms of the agreements,.

In adcition, cost of revenues indudes manufacturing and nventory-related costs from our Motorola Mobile business,

The fcllowing tables present our cost of revenues and cest of revenues as a percentage of revenues by business, and our traffic
acquisition casts, and traffic acquisition costs as a percertage of advertising revenues in the Google business, for the periods
presented {dollars in milions):

Year Ended December 31,
2010 2011 2012
Cost m vevenues—Cougle (adverusing and nthery 1047 $13.,88 A 7€
Cost of revenues—Motorola Mobile (hardware and other) 0 0 3,458
Cosi of reveniues--Gocge | sdvertusing &nd other) és a perceniage .
3 Qoogle ravanues 35 5% 34 0% 373%
Cost of revenues—Motorola Mobile {hardware and other} as a percentage '
of Mctorole Mobile revenues ] . G 1] #3.6%
-_Year Ended December 31,
2010 2011 2012
Trathc acruisition tasts relaced AdSen e arvangemen: s 5152 $7234 - $ 8791
Traffic acgulsition costs related to distribution arrangements 1,155 1,517 2,165
Toeal 1afic BLguIstion Costs $7317 %8811 510956
Trafflc acguisition Costs as a percentage of advertising revenues 253% 24.1% 25.1%

Cost of revenues increased $7,446 million from 2011 to 2012. The increase was primarily related to the incluslon of manufacturing
and inventory-related costs from our Matorola Mobile business of $3,458 million. Additionally, there was an increase in traffic
acquisition costs of $2,145 million resuiting from more advertiser fees generated through our AdSense program, more traffic
directed to our websites, as wel! as more distribution fees paid. The remaining Increase was primarily driven by increase in data
center costs, hardware product costs and content acquisition costs. The increase in traffic acquisition costs as a percentage of
advertlsing revenues was primarily the result of a greater increase In traffic acquisition costs related to distribution arrangements
compared to the increase in advertising revenues generzted by Google websites, The Increase In Google cost of revenues as a
percentage of Google revenues was also driven by an intrease In hardware product costs, '

Cost of revenues increased $2,771 million from 2010 to 201 1. The increase was primarily related to an increase in traffic acquisition
costs of $1,132 million resulting from more advertiser fees generated through our AdSense program, The increase was also related
to an increase in traffic acquisition costs of $362 million from our distribution arrangements as a result of more traffic directed to
our websites, as weli as more distribution fees paid. The de~rease in traffic acquisition costs as a percentage of advertising revenues
was primarily due to an increase in the proportion of acvertising revenues from our websites compared to our Google Network
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Members' vebsites, more revenues realized from Google Hetwork Members to whom we pay less revenue share, and, to a lesser
extent, expiration of an AdSense arrarigement under which we paid guaranteed minimum revenue share, In addition, there was
an increas2 in data center costs of $784 million, primarily resulting from the depreclation of additional information technology
assats anc data center bulldings and an increase in laber, energy, and bandwidth costs, and an increase In content acqulsition
costs of $236 million, primarily related to content displayed on YouTube, partlally offset by a decrease in mobile phone costs.

We expect cost of revenues will increase in dollar amourt and may Increase as a percentage of total revenues in 2013 and in
future periods, primarily as a result of increases In traffic acquisition costs, data center costs, manufacturing and inventory-related
costs, content acquisition costs, credit card and other transaction fees, and other costs. Traffic acquisition costs as a percentage
of advertis ng revenues may fluctuate in the future based on a number of factors, including the following:

*  The relative growth rates of revenues from our wetsites and from our Google Network Members’ websites.

«  Whether we are able to enter into mare AdSense arrangements that provide for lower revenue share obligations or whether
increased competition for arrangements with existing and potential Google Network Members results in less favorable
revenue share arrangements. ‘

»  Whether we are able to continue to improve the monetization of traffic on our websites and our Google Network Members'
websites.

+ The relative growth rates of expenses associated with distribution arrangements and the related revenues generated,
Including whether we share with certain existing and new distribution partners, including moblle distrlbution partners,
pronortionately mare of the aggregate advertising fees that we earn from paid ¢licks derived from search queries these
partners direct to our websites..

Research and Development

The followng table presents our research and development expenses, and research and development expenses as a percentage
of our revenues for the petiods presented (dollars in mifl-ons):

Year Ended December 31,
, 2010 2011 2012
Resaarch an0 develnpniant exuenses $3.762 $5162 $6793
Research and development expenses as a percentage of total ravenues 12.8% _135% 13,5%

Research and development expenses consist primarily of compensation and related costs for personnel responsible for the
resezrch and development of new and existing products and services, We expense research and development costs as incurred,

Research and development expenses increased $1,631 m'lion fromi 2011 to 2012, which includes $710 million related to Motoroia
Mabite. The remaining Increase of $527 milllon was primarily due to an increase in labor and facilities-related costs of $359.million,
largely as a result of a 15% increase in research and deva'apment headcount, an increase in stock-based compensation expense
of $213 million, an increase in depreciation and eguipment-related expenses of $147 million, and an increase in professional
services expense of $66 milllon.

Research and development expenses increased $1,400 milfion from 2010 to 2011, This Increase was primarily due to an increase
in lator and facilities-refated costs of $875 milllon, largely as a result of a 23% increase in research and development headcount,
including neadcount from acquistlons, as well as an Increase in employee base salaries of approximately 10%. in addition, there
was an increase In stock-based compensation expense of $200 million.

We expec: that research and development expenses will incréase In dollar amount and may Increase as a percentage of total
revenues 'n 2013 and future periods because we expect to continue to Invest in bullding the necessary employee and system
infrastructure required to support the development of naw, and improve existing, products and services,

Sales and Marketing

The followlng table presents our sales and marketing expenses, and sales and marketing expenses as a percentage of total
revenues for the periods presented (doilars 'n millions):

Year Ended December 31,

2010 2011 2012
Szlzs anc markating expenses %2799 $4,539 $6 123
Sales and marketing expenses as a percentage of total revenues 9.5% 12.1% 12.2%

GOOGLE INC. | Form 10K 31



PART Il (5 <= Contents mp

ITEM 7. Mariagement’s Discussion and Analysis of Financial CarditioR4hd Resutts of Operations

Sales and marketing expenses consist primarily of compensation and refated costs for personriel engaged in customer service,
sales, and sales support functions, as well as advertising and premotional expenditures,

Sales and marketing expenses increased $1,554 miflion from 2011 to 2012, which includes $678 million related to Motorola Mobile.
The remairing increase of $876 milllon was primarily due to an increase in labor and facilities-related costs of $390 miltion, largely
as a result of a 14% increase in sales and marketing heaccount, as well as an increase in advertising and promational expenses
of $283 millien. In addition, there was an Increase in stock-based compensation expense of $87 milllion.

Sales ard marketing expenses increased $1,790 million from 2010 to 2011, This increase was primarily due to an increase in
labor znd facitities-related costs of $787 million, largely as a result'of a 36% increase In sales and marketing headcount, including
headcount from acquisitions, as well as an increase in employee base salaties of approximately 10%. In addition, there was an
increase in advertising and promotional exgenses of $700 million.

We expect that sales and marketing expenses wlll increase in dollar amount and may increase as a percentage of total revenues
in 2013 and future periods, as we expand our business globally, increase advertising and promational expenditures in connection
with naw and existing products, and increase the level of service we provide to our advertisers, Google Network Members, and
other partners.

General and Administrative

The following table presents our general and administrative expenses, and general and administrative expenses as a percentage
of tote! revenues for the periods presented (dollars in milions);

Year Ended December 39,
2010 - 2011 202
Geners! and adn nistiative expanses $1.982 2724 $3045
General and administrative expenses as a percentage of total re/enues 6.8% 7.2% 7.8%

General ard administrative expenses consist primarlly of compensation and related costs for personnel and faclliles, and include
costs related to our facilities, finance, human resources, information technology, and legal organizations, and fees for professional-
services, Professional services are principally comprised of outside legal, audit, information technology consulting, and outsourcing
servicas. General and administrative expenses also indude amortlzation of certain acquired intangible assets, .

General ard administrative expenses increased $1,121 million from 2011 to 2012, which includes $364 million related to Materola
Mobile. The remaining increase of $757 million was primrarily due to an increase in amaortization of acquired intangible assets
of $274 million, an increase in professional services expense of $147 million, the majority of which was related to legal costs, an
increzse in labor and facilities-related costs of $122 milllon, primarlly as a result of a 11% increase in general and administrative
headcount, as well as an increase In stock-based compensation expense of $89 million.

General and administrative expenses increased $762 mifion from 2010 to 2011. This increase was primarily due to an increase in
labor and facilities-related costs of $350 million, primarily as a result of a 37% increase in general and administrative headcount
and an increase in employee base salarles of approximately 10%, as weil as an Increase in expense related to professional services
of $260 millor, the majority of which were related to consulting services and legal costs. In addition, there was an increase in
stock-based compensation of $116 miliion.

As we expand cur business and incur additional expenses, we expect general and adminlstrative expenses will increase In doilar
amount and may increase as a percentage of total revenues in 2013 and future periods.
Charge Related to the Resolution of Department of Justice Investigation

In connect’on with a resolution of an investigation by the United States Department of |ustice into the use of Google advertising by
certain advertisers, we accrued $500 miltion during the first quarter of 2011, which was pald in August 2011 upon finai resoiution
of thet matter.
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Stock-Basad Compensation .

The fellow'ng table presents our stock-based compensation, and stock-based compensation as a percentage of revenues for the
perlods presented {dollars in millions).

Year Ended Dacember 31,
_ 2010 2011 2012
Swock-hase 1 Lompensation $1,376 $1,974 $2,635
Stock-based compensation as a percentage of total revenues 4, 7% 5,2% 5.3%

Stock-based compensation increased $675 miflion from 2011 to 2012. This Increase was primarily due to addltional stock awards
Issued to existing and new employees, awards issued In connection with the acquisition of Maotorola, and acceleration of certain
awarcs resulting from Motorola restructuring, Additionail, stock-based compensation experse for the Motorola Home segment
was Incluczd in net loss from discantinued operations.

Stock-based compensation increased $598 million from 2010 to 2011. This increase was largely due to additional stock awards
issued to existing and new employees.

We estimate stock-based compensation to be approximately $2.5 billion In 2013 and $2.7 billion thereafter. This estimate does
not Include expenses to be recognized related to empioyee stock awards that are granted after December 31; 2012 or non-
employee stock awards that have been or may be granted. In addition, to the extent forfeiture rates are different from what we
have anticpated, stock-based compensation related to these awards will be different from our expectations.

Interest and Other Income, Net

interest and other income, net, increased $42 million from 2011'to 2012, This increase was primarily driven by a gain on divestiture
of business of $188 millicn In 2012, an impairment charge related to equity investments of $110 million In 2011, partiatly offset
by an increase in foreign currency exchange loss of $152 million and a decrease in interest income of $99 million, -

Interest and other income, net Increased $169 million from 2010 to 2011, This increase was primarily driven by an increase in
interest ircome of $233 million due to an increase In ourcash and investment balances and higher yields, as well as an increase
In net reaiized gains on sales of avallable-for-sale Investrments of $62 million, partlally offset by an increase in interest expense
of $53 milion primarily related to our long-term debt program. In addition, we recorded an Impairment charge of $110 million
related to certain equity investments during the year enced December 31, 2071

The costs of our foreign exchange hedging activities that we recognized to interest and other income, net are primarily a function
of the not.onal amount of the option and forward contracts and thelr related duration, the movemnent of the forelgn exchange
rates reiative to the strike prices of the cantracts, as well as the volatility of the forelgn exchange rates.

As we expand our international business, we believe costs related to hedging activities under our farelgn exchange risk management
program may increase in dollar amount in 2013 and future periods.

Provision for Income Taxes

The following table presents cur provisian for income taxes, and effective tax rate for the-periods presented (dollars in millions):

Year Ended December 31,
2010 2011 2012
Frovsion for Income taxes $2,29N $2,589 $2,598
Effective tox rate 21.2% 21.0% 19.4%

Our provision for income taxes Increased from 2011 to 2012, primarily as a result of Increases in federal Income taxes, driven
by higher taxable Income year over year and explration of the federal research and development credit, partially offset by
proportionately more earnings realized in countries that have lower statutory tax rates. Our effective tax rate decreased from
2017 to 2012, primarily as a result of proportionately more earnings realized in countries that have lower statutory tax rates as
well as a ciscrete item related to an investigation by the Department of justice recognized in 2011, which was not deductible for
income tax purposes.

Our provision for income taxes Increased from 2010 to 2011, primarlly as 2 result of increases In federal income taxes, driven

_ by higher taxable Income year over year, partially offset by proportionately more earnings reallzed in countries that have lower
statutory :ax rates. Our effective tax rate decreased from 2010 to 2011, primarily as a resul: of proportionately more earnings
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realized in countries that have lower statutory tax rates, a gecrease in state income taxes, and an increase In federal research and
development credits recognized in 2011, partlally offset by recognition of a charge related to the resolution of an investigation
by the Department of Justice which Is not aeductible for tax purposes. ’

The federal research and development credit expired on December 31, 2011. On January 2, 2013, the American Taxpayer Relief
Act of 2012 was signed inte law. Under this act, the federa! research and development cregit was retroactively extended for
amolints pald or incurred after December 31, 2011 and before january 1, 2014. The effects of these changes In the tax law will
result in a 1ax benefit which wili be recognized in the first guarter of 2013, which is the quarter in which the law was enacted.

Cur effective tax rate could fluctuate significantly on a ouarterly basls and could be adversely affected to the extent earnings
are lower than anticipated in countries that have lower statutory rates and higher than anticipated in countries that have higher
statutory rates. Our effective tax rate could also fluctuate due to the net gains and losses recognized by legal entities on certain
hedges and related hedged intercompany and other trarsactions under our forelgn exthange risk management program, by
changes in the valuation of our deferred tax assets or liac:ities, or by changes in tax laws, regulations, or accounting principles,
as well as certain discrete items. 1 additlon, we are sufziect 1o the continuous examiniation of our income tax returns by the
Internal Revenue Service {IRS) and other tax autharities. We regularly assess the likellhood of adverse outcomes resuiting from
these axaminations to determine the adequacy of aur provision for income taxes.

see Critical Accounting Policies and Estimates below for additional information about our provislon far income taxes.

A reconciliation of the federal statutary income tax rate to our effective tax rate is set forth in Note 14 of Notes to Consolidated
Anandal Statements included in item 8 of this Annual Report on Form 10-K.

Net Loss from Discontinued Operations

In December 2012, we entered Into an agreement with Arris and certaln other persons providing for the disposition of the Motorola
Hormne business for total consideration of approximately $2.35 biillon in cash and common stock, subject to certain adjustmerds,
The transaction is expected ta close In 2013. As a result, the following financlal information of Motorola Home was presented as
net loss from discantinued operations in the Consolldated Statermnents of inceme.

Year Ended
{In mifiions) . December 31, 2012
Reveruss $2,028
Loss from discontinued operations befare incorne taxes 23
Provision fur INTOme wiies {29
Net loss frem discentinued operations : $ (51)

Quarterly Results of Operations

You should read the following tables presenting our quarterly results of operations in conjunction with the consolidated financial
staterments and related notes included in ttem 8 of this Anrual Report on Form 10-K, We have prepared the unaudited information
on the same basis as our audited consolidated financial statements. You should also keep in mind that our operating results for
any quarter are not necessarlly indicative of resuits for any future quarters or for a full year. Please note that previously reported
quartars have been adjusted to show discontinued operations for the disposition of the Motorola Home business.

The follow ng table presents our unaudited quarterly resuits of operations for the eight quarters ended December 31, 2012, This
table Includes alt adjustments, conslsting only of normal recurring adjustments, that we consider necessary for fair presentation
of our consolidated financial pasition and operating results for the quarters presented. Both seasonal fluctuations in internet
usage and traditional retall seasonality have affected, anc are llkely to continue to affect, our business. Internet usage generally
siows during the summer months, and commercial querles typlcally increase significantly In the fourth quarter of each year.
"These seasonal trends have caused and will likely continLe to cause, fiuctuations in our quarterly results, including fluctuations
in sequential revenue growth rates.
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—_Quarter Ended
Mar 31, Jun 20, Sap 30, Dec 31, Mar 31, Junio, - Sep 30, Dec 31,
2011 2011 _2011 2011 2012 2012 2012 2012
(In millions, except per share amounts)
{unaudited}

Consolidated Statements of Income Data
Reverues:

Coogle (acverushg and other) €857 $9.026 39,720 470584 $10625 $:0964 £11,32C $1729us

Motorola Voblle (hardware and other) 0 Y 0 0 0 843 1,778 1,514
Total revenues 8575 5076 8,770 10 5R4 10,645 1,807 13,304 14,418
Costs and expenses: -

Cost G e eruLs—Gosgle

{advart sng and other} 2936 3172 3378 3,702 3789 3,984 1440 1963

Cost of revenues—Motorola Mobile

(hardware and other) 0 o 0 0 0 693 1,515 1,250

Reseatch &nd davaiopment 1226 1,234 1434 1248 1441 1,538 1879 1,425

Sales and marketing 1,026 1,084 1,204 1,268 1,269 1413 1710 1,751

Genwers and adminsirarne 51 ) 576 B 757 L 1020 1126

Charge re ated to the resolution of : '

Department of Justice Investigation 500 0 0 0 0 0 g 0
Toua Coots and expenses 6279 5,145 0.6h2 705 1,258 25/0 19,564 TS
Income fror operations 2,296 2,381 3,058 3,507 3,389 3,237 2,740 3,354
Interest & C vihe incoms (expense! net c6 2C4 302 (186 156 253 65 152
Income from continuing operations
before Incorme taxes 2,392 3,085 3,360 3,489 3,545 3490 2,805 3,546
Provison for income tavs 54 580 3 . Tee 655 657 647 639
Net Income from cantinuing operations $1,798 $ 2,505 $2,729 $ 2705 § 2890 $ 2833 $ 2158 $ 2907
Nei reame poss) fiom discontiniad i
oDersLon. 0 ] Y a n 48} 18 2y
Net Income 51 E798 $2,505 $2,728  § 2705 $230 § 2|785 $ 2!‘175 $ 2,836
Ligw nceme {l085) per nare-—oasic

Cortinulng operations $ 559 $ 777 $ 844 $ B34 $ 888 % 888 $ 659 % 883

Duscontnded opé Shons G ¢ 0 U g {014) 5 »_(006)
Nat income per share—basic _$ 550 $777 _$844 % 834 § BEB § 854 & 664 $ 877
Ma Inf cme (0s5) Der shere—g Wuted " '

Continuing operations $ 551 $768 $833 § 822 § 875 $ 856 S 648 5§ B8.68

Ms.ontinJed gperaudns 0 0 1] 0 0 (0 1) 1 05 {005
Net Income per share—diluted $ 5.51 %53 $833 § 822 $ 875 % B4A2 % 653 % 8.62
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The following table presents our unaudited quarterly results of operations as a percentage of revenues for the eight quarters
ended Decamber 31,2012:

Quarter Ended
Mar 31, Jun3o, Sep 30, Dec 31, Mar 31, Jun 30, Sep 30, Dec 31,
2011 201 M1 2011 2012 2012 2012 2012
RPvenLes ——
Googie {ac rertising and other) 100.0% 100.0% 100.0% 100.0% 100.0% 92.9% 86.,6% 89.5%
B iotormia Mohile (hard vate st adwr) 0 G g 0 n 71 124 108
Total ravenLes . 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Coshy and 2vpenses
Cost of revenues—Google
(advertlsing and other) 342 351 348 35.0 356 337 334 344
Cost of ravenues —Matorola Mobile
(hares ate and other) 3 [+ 0 0 J) 58 13 587
Research and development 14.3 137 144 123 135 13.0 141 134
La.es ang malketing 120 [ 124 120 18 120 129 27
General ard administrative 6.9 72 a9 76 7.2 8.0 77 7.8
Charge raiaced -0 the resolution of
Department of Justic & mesagsann he U 0 . U 2 0 0 ¢
Total costs 21d expenses 73.2 £8.1 68.5 66.8 68.2 726 79.4 76.5
Incomea frarr, opurabons 268 TR ] 315 331 Ne 2ra 08 235
Interest and other ‘ncome (expense) net 11 23 3.1 {0.1y 1.5 21 05 11
Irieame fiom connnuing ageretions hefa e
InConNa 2 oeg ) 279 a2 346 339 323 9% 211 Mp
Provision: for income taxes 6.9 6.4 6.5 74 6.2 5.5 49 4.4
Nav nnome Fom 2onti itng oDerauo s 21 0% 17 B 28 1% 5 %% 27 % 24 0% 5% o0 2%
Net income (loss) .
" from clscontinued operations 0% 0% 0% 0% 05 (C.4%; 0.1% (0.2%)
Nz rome 210% 2 7 8% 25 1% A5 6% 27 1% 23 G 16 3% 20 0%
Liquidity and Capital Resources
(m summary, aur cash flows are as follows (in milllons).
Year Ended December 31,
2010 201 2012
Net cash provided by aperzang actiebes $11.081 . $ 4565 $ 15619
Net cash used In Investing activities (10,680 . (15,041 "{13,056)
Het cash piowded by fingnong actities 3050 807 (,229

At December 31, 2012, we had $48.1 biifon of cash, cash equivalents, and marketable securities, Cash equivalents and marketable
“securities are comprised of time deposits, money market and other funds, including cash collateral received related to our
securities lending pragram, highly ligquid debt Instrumerts of the U.S. government and its agendies, debt instruments issued by
forelgn governments, and mupicipalities in the U.S,, corporate securities, mortgage-backed securities and asset-backed securities,

As of December 31, 2012, $31.4 biilion of the $48.% bilfion of cash, cash equivalents, and marketable securities was held by our
foreign subs!diarles. If these funds are needed for our cperations in the U.S. we would be required to accrue and pay U.S. taxes
to.repatriate these funds. However, our intent is to permanenitly relnvest these funds outside of the U.S. and our current plans
do not demonstrate a need to repatriate them to fund our U.S, operations. '

Our principal sources of liquidity are our cash, cash equlvalents, and marketable securities, as well as the cash flow that we
generate from our operations. At December 31, 2012, we had unused letters of credit for approximately $89 million, We believe
that our sources of funding wili be sufficient to satisfy cur curréntly antldpated cash requirements through at least the next 12
months. Cur liquidity could be negatively affected by a decrease in demand for our products and services. In addition, we may
make acquisitions or licerise products and.technologies complementary to our business and may need to raise additional capital
through future debt or equity financing to provide for greater flexibility to fund any such acgulsitions and licensing activities,
Additional financing may not be available at all or on terms favorable to us. )

We have a debt ﬂnancing program of up to $3.0 billlon through the Issuance of commaercial paper, Net proceeas from this program
are used for general corporate purposes. As of December 31, 2012, we had $2.5 billion of commerclal paper outstanding recorded
as short-term debt, with a welghted-average interest rate of 0,29 that mature at various dates through 2013. Average commercial
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paper bor owings during the year were $2.2 biilion and the maximum amount outstanding during the year was $2.7 billion. In
conjunction with this program, we have a $3.0 biliion reve'ving credit facility expiring in July 2076. The interest rate for the credit
facility is determined based on a formula using certain market rates. As of December 31, 2012, we were In compliance with the
financial covenant in the credit facility and no amounts were outstanding,

In May 2011, we issued $3.0 billion of unsecured senior notes in three equai tranches, due in 2014, 2016, and 2021, with stated
Interest rates of 1.25%, 2,125%, and 3.625%. The net proceeds from the sale of the notes were used to repay a portion of our
outstanding commercial paper and for general corporate purposes. As of December 31, 2012, the total carrying value and
estimated fair value of these notes were $3.0 billion and $3.2 billion, The estimated fair value was based on quoted prices for our
publiciy-traded debt as of December 31, 2012. We are ncT subject to any financial covenants under the notes,

Cash Provided by Operating Activities

Cash provided by operating activities consist of net income adjusted for certaln non-cash items, including amertization,-deprediation,
deferred income taxes, excess tax benefits from stock-based award activities, stock-based compensation expense, as well as the
effect of changes in working capital and cther activitles.

Cash orovded by operating activities in 2012 was $16,619 million and consisted of net income of $10,737 million, adjustments for
non-cash ‘tems of $5,172 million, a gain on divestiture of business of $188 millioh and increase In cash from changes in working
capitz! and other activities of $898 million. Adjustments for nor-cash ltems primarlly conslsted of $2,692 million of stock-based
compensation expense, $1,988 million of depreciatior: and amortization expense on property and equipment, $974 miilion of
amortization of intanglble and other assets, and $188 millic1 of excess tax benefits from stock-based award activities, partially offset
by $256 million of deferred income taxes. In addition, the increase In cash frorm changes in working capital activities prin-arily consisted
of an Increase in Income taxes, net, of $1,492 million including additional tax obligations acérued, partially offset by an increase In the
amount of estimated income taxes we paid during the year, an increase in accrued expenses and other liabilities of $762 million, a
decrease in inventories of $301 millior, an increase accrued revenue share of $239 milllon, and an increase In deferred revenue of
$163 million, These changes were partially offset by an increase In prepaid revenue share, expenses, and other assets of $833 millian
including prepayments for certain content arrangements, an Increase of accounts receivable of $787 milllon due to growth in fees
hilled to our customers, and a decrease in accounts payabie of $499 million due to the timing of inveice processing and payments,

Cash provided by operating activities in 2011 was $14,565 million and consisted of net income of $9,737 million, adjustments
for non-cash items of $4,198 million, and increase In cash from changes in working capitai and other activities of $630 million,
Adjusiments for non-cash items primarlly consisted of $7,974 mililon of stock-based compensation expense, $1,396 million of
depreclation and amortization expense of property and equipment, $455 million of amortization of intangible and other assets,
$343 million of deferred income taxes, and $110 million related to impairment of equity investments. In addition, the increase
in cash from changes in working capital activities primarily consisted of an Increase in accrued expenses and other liabltities of
$795 million, a net Increase in income taxes payable and deferred income taxes of $731 million, an Increase In accrued revenue
share of $259 millicn, an Increase of $162 million in deferred revenue, and an increase of $107 miliion in accounts payable. These
increases were partially offset by an Increase in accounts receivable of $1,156 milllon-due to the growth in fees billed to oar
advertlsers, and an Increase in prepaid revenue share, expenses and other assets of $262 million, The increase in income taxes
payabie and deferred income taxes reflected primarily additional tax obligations accrued, partizlly offset by estimated income taxes
paid during 2G11. In addition, we paid $500 million related %o the resolution of a Department of Justice investigation during the year,

Cash provided by operating activities in 2010 was $11,081 million, and consisted of net income of $8,505 million, adjustrents
for non-cash items of $2,675 million, and decrease In cash from changes in working capital and other activities of $39 mitlion.
Adjustments for non-cash items primarily consisted of $1,376 million of stock-based compensation expense, $1,067 million of
deprediat on and amortization expense on property and equipment, and $329 million of amortization of intangible and other
assets, partially offset by $94 million of excess tax benefits from stock-based award activities. In addition, the decrease in cash
from changes In working capltal activitles primarily consisted of an Inarease of $1,129 milllon In accounts recelvable due to the
growth in fees billed to our advertisers and an increase of $414 million In prepaid revenue share, expenses and cther assets. These
Increases were partlally offset by an Increase In accrued expenses and other flabilities of $745 million, an increase In accounts
payanle of $272 million, an increase in accrued revenue share of $214 million, an increase in deferred revenue of $111 million,
and a net increase in income tax payable and deferred income taxes of $102 million, which includes the same $94 million of
excess tax benefits from stock-based award actlvities Iriduded under adjustments for non-cash items. The Increase in accrued
expense and other liabilities, accounts payable, accrued revenue share, and deferred revenues are primarily a result of the growth
in-our busiress and headcount. The increase In net Income taxes payable and deferred Income taxes was primarily a result of
additiona’ tax obligations accrued, partlally offset by the release of certain tax reserves as a result of the settlement of our tax
audits for our 2005 and 2006 tax years.

As wz expand our business internationally, we have offered payment terms to certain advertisers that are standard in their locales
but longer than terms we would generally offer to our domestic advertisers, In addition, we continue to evaluate our Motorola
restructuring plan, and may incur additional charges, some of which may be significant. This may increase our working capital
requirements and may have a negative effect on cash pravided by our operating activities, ‘
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Cash Used In Investing Actlvitles

Cash used In Investing activitles in 2012 of $13,056 millian was primartly attributable to cash used in acquisitions and other
investments of §11,264 millian, Including $3,518 million net cash paid in‘connection with the acquisitior of Matorala, and capital
expenditures of $3,273 million related primarily to our facllities, data centers, and related equipment. These decreases were
partially offset by net maturities and sales of marketable securities of $1,770 million. Alse, In connection with our securities lending
program, we returned cash collateral of $334 million, See Note 3 of Notes to Consolidated Financial Statements included In ttem 8
of this Annual Report on Form 10-K for further informaticn about gur securities lending program.

Cash used n Investing activities In 2011 of $19,041 million was primarlly attributable to net purchdses of marketable securities of
$12,926 milicn, capital expenditures of $3,438 miliion related principally to our faciiities, data centers, and related equipment, and
cash used n acquisitions and other Investments of $2,328 million, including $676 million paid in connection with the acquisition
of ITA Software, Inc. Alsg, in cannection with our securities 'ending program, we returned $354 million of cash collateral.

Cash used in Investing activities in 2010 of $10,680 million was primarily attributable to net purchases of marketable securities

.of $6,686 million, capital expenditures of $4,018 million of which $1.8 billion was for the purchase of an office building in New
York City in Decernber 2010, and remalning amounts reiated principally to our data centers and reiated equipment, and cash
consicaration used in acquisitions and other investments of $1,067 million. Also, In connection with cur securities lending program,
we received $2,361 million of cash collateral which was irvested in reverse repurchase agreements.

In order to manage expected increases.in internet traffic, advertising transactions, and new products and services, and ta support
our overall global business expansion, we expect to make significant investments in our systems, data centers, corporate facilities,
information techrology infrastructure, and employees in 2013 and thereafter. However, the amount of our capital expenditures
has fluctuated and may continue to fluctuate on a quarterly basls. '

1n addition, we expect to spend a significant amount of cash on acquisitions and other investments from time to time, These
acquisitions generally enhance the breadth and depth of cur expertise in engineering and other functional areas, our technologles,
and our product offerings. ’

In December 2012, we signed an agreement for the dispositon of Moterola Home business for total consideration of approximately
$2.35 billicn in cash and stock subject to certaln adjustrnents, We expedt the transaction to close in 2013,

Cash Provided by Financing Activities

Cash provided by financing activities in 2012 of $1,229 million was primarily driven by net proceeds of $1,328 million from short-
term cebt issued under our commercial paper program and excess tax benefits from stock-based award activities of $188 million.
This was partially offset by net payments for stock-based award activitles of $287 millian.

Cash provided by financing activities in 2011 of $807 million was primarily driven by net proceeds of $726 million of debt issued
and excess tax benefits from stock-based award activitles of $86 million, -

Cash orovided by financing activities in 2010 of $3,050 miiion was primarily driven by $3,463 million of net cash proceeds from the

issuarce of commercial paper and a promissory note. This was partially offset by $801 million in stock repurchases in connection -
with cur acquisitions of AdMob, Inc. and Onr2 Technolegies, Inc., as well as net proceeds from stock-based award actividies of

$7294 mllion, and excess tax benefits from stock-based award activities of $94 million,

Contractual Obligations as of December 31, 2012

Payments due by period

Less than More than

(i miifions) . Total _Vyear 1-3 years 3-5 years 5 years
Opraung lease ohigecins, nea of .ublease INcome amaunts 33018 $ 4bF % 870 4 588 31,5395
Purchase cligatlons 2123 942 943 119 119
LONE-.erm aebl obagations . 3401 0 1121 1,083 1,127
Other tong-term liabliities refiected on our balarce sheet 236 41 119 40 36

| con auons — 39,579 i3 0 163 7

The above table does not include future rental income of $649 million related to the leases that we assumed in connection with
our buildirg purchases.
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Operating Leases

We have entered Into various non-cancelable operatirz lease agreements for certain of our offices, land, and data centers
throughovt the wortd with orlginal lease periods expiring primarlly between 2013 and 2063. We are committed to pay a portion
of the related operating expenses under certain of these lease agreements. These operating expenses are not inciuded in the
above tabe, Certain of these leases have free or escalaiing rent payment provislons. We recognize rent expense under such
leases on 2 straight-line basis over the term of the lease. Zertain leases have adjustments for market provisions,

Purchase Obligations

Purchase obligations represent non-cancelable contracual obligations at December 31, 2012, These contracts are primarily
related to distributlon arrangements, video and other content licensing revenue sharing arrangements, data center operations
and facility bulld-outs, as well as purchase of inventory,

Long-term Debt Obligatiéns

Long-term cebt obligations represent principal and Interest payments to te made over the life of our unsecured senlor notes
Issued in May 2011, Please see Note 4 of the Notes to Cersolidated Financlal Statements included in Itern 8 of this Annual Report
on Form 10-K for further details.

Other Long-Term Liabllities

Other long-term fiabllities consist of cash obligations, primarily the legal settiement with the Authors Guild and the Assoclation
of Americzn Pubiishers (AAP), asset retirement obligations, and mitestone and royalty payments owed in connection with certain
acquisitions and licensing agreements.

' addition to the amounits aboveé, we had long-term taxes payable of $2.1 billion as of December 31, 2012 related to tax positions
for which the iming of the ultimate resolution is uncertain. At this time, we are unable to make a reasonably reliable estimate of
the timing of payments in individual years beyond 12 months due to uncertainties in the timing of tax audit outcomes. As a resut,
this amount is not induded in the above table. '

Off-Balance Sheet Entities

At December 31, 2012, we did not have any off-balance sheet arrangements, as defined in ltem 303(a)4)i"} of Regulation S-K
premulgated by the SEC, that have or are reasonably ltkeiy to have a current or future effect on our finandial condition, changes
in our financlal condition, revenues, or expenses, results of operations, liquidity, capital expenditures, or capital resources that
is materia’ to investors.

Critical Accounting Policies and Estimates

We prepare our consolidated financial staterments in accordance with accounting principles generaily accepted in the U.S. (U.S.
GAAP), In dolng so, we have to make estimates and assumptlons that affect our reported amounts of assets, liabilities, revenues,
and expenses, as well as related disclosure of contingent assets and llabilltles. In some cases, we could reasanably have used
different accounting policies and estimates. In some cases, changes in the accounting estimates are reasonably likely to occur
from pericd to period. Accordingly, actual results could differ materially from our estimates. To the extent that there are materia!
differences between these estimates and actual results, our financial condition or results of operations will be affected. We
base our estimates on past experience and other assumptions that we believe are reasonable under the circumstances, and
we evaluate these estimates on an ongoing basls, We refer to accounting estirmates of this type as critical accounting pelicies
and estimates, which we discuss further below. We have reviewed our critical accounting policies and estimates with the audit
committes of our board of directors.

Income Taxes

We are sLaject to income taxes in the U.S. and numerous foreign juriédictlons. Significant judgment s required in evaluating our
uncertain tax positions and.determining our provision for income taxes.

Although we believe we have adequately reserved for our uncertain tax positions, no assurance can be giver: that the final tax
autcome of these matters will not be different. We adjust these reserves in light of changing facts and clrcumstances, such as the
closing of a tax audit or the refinement of an estimate. To the extent that the final tax outcome of these matters Is different than
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the amounts recorded, such differences will Impact the provision for income taxes In the period in which such determination
1s mace. The provislon for income taxes includes the Impact of reserve provislons and changes to reserves that are considered
appropriate, as well as the related net interest.

Cur effective tax rates have differed from the statutory sate primarily due to the tax impact of foreign operations, state taxes,
certain benefits reallzed related to stock-based award activities, and research and experimentation tax credits. The effective
tax rates were 21.2%, 21.0%, and 19.4% for 2010, 2011, and 2012. Qur future &ffective tax rates could be adversely affected
by earnings being lower than anticipated in countries that have lower statutory rates and higher than anticipated in countrles
that have higher statutory rates, the net gains and losses recognized by legal entitles on certaln hedges and related hedged
intercompany and other transactlons under our foreign exchange risk management program, changes in the valuation of our
deferred tax assets or liatilities, or changes in tax laws, "egulations, or accounting princlples, as well as certaln discrete items.
in adcitior, we are subject to the continuous examination of aur income tax returns by the IRS and other tax authorities, We
regulerly assess the llkelihcod of adverse outcomes resulting from these examinatlons to determine the adequacy of our
provision for income taxes.

Loss Contingencles

We ara reguiarly subject to claims, suits, government invastigations, and other proceedings involving competition and antitrust,
inteliectual property, privacy, tax, labor and employment, commercial disputes, content generated by our users, goods and senvices
offered by advertisers or publishers using our platforms. and other matters, Certain of these matters include speculative clalms
for substantial or indeterminate amounts of damages. v/e record a liability when we believe that it is oth probable that a loss
has been Incurred, and the amount can be reasonably estimated. We evaluate, on a monthly basis, developments in our legal
matters that could affect the amount of liability that has been previously accrued, and make adjustments as appropriate. Significant
judgment Is required to determine both {tkellhood of there being and the estimated amount of a loss related to such matters.
Until the final resolution of such matters, there may be an exposure 1o loss in excess of the amount recorded, and such amounts
could be material. Should any of our estimates and assumpotions change or grove to have been incorrect, it could have a material
impac: on our business, consolidated financial position, results of operations, or cash flows. See Note 11 of Notes to Consolidated
Financlal Statements included In ltem 8 of this Annual Report on Form 10-K for additional information regarding contingencies.

Business Combinations

We aliocate the falr value of purchase consideration to the tangible assets acquired, llabilities assumed and intanglble assets
acquired based on their estimated fair values. The excess of the fair value of purchase consideration over the fair values of these
identifiable assets and liabilities s recorded as goodwill. Wnen determining the falr values of assets acquired and liabilities assumed,
management makes significant estimates and assumptions, especially with respect to intangible assets.

Critlczl estimates In valulng certain intangible assets include but are not limited to future expected cash flows from customer
relationships and acquired patents and developed techrology; and discount rates. Management's estimates of fair value are
basec upon assumpticns believed to be reasonable, but which are inherertly uncertain and ungredictable and, as a resu't, actual
results may differ from estimates. .

Other estimates associated with the accounting for acquisitions may change as additional information becomes available regarding
the assets acquired and liabilltles assurned, as more fully discussed In Note 6 of Notes to Consolidated Financial Statemenits
incluced in ltem 8 of this Annual Report on Form 10-K,

Impairment of Marketable and Non-Marketable Securities

We perladically review our marketable and non-marketable securitles for impairment. if we conclude that any of these Investrents
are impaired, we determine whether such impairment is other-than-temporary. Factors we consider to make such determination
Incluce the duration and severity of the impairment, the reason for the decline in value ang the potentlal recovery period and
our intent to sell. For marketable debt securities, we a'so consider whether (1) it Is more likely than not that we will be reguired
to seil the security before recovery of Its amortized cost basls, and (2) the amortized cost basis cannot be recovered as a result
of credit losses. If any impairment is considered other-than-temperary, we will write down the asset to Its falr value and record
the corresponding charge as interest and other income, net.

Prior period reclassificatlon
Prior period balance related to Inventories has been reclassified ta conform to the current year presentation.
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ITEM7A. Quantitative and Qualitative Disclosures About
Market Risk

We are expased to financlal market risks, including changes in currency exchange rates and ‘nterest rates.

Foreign Currency Exchange Risk

Economic Exposure

We transact business in various foreign currencies and nave significant international revenues, as well as costs denaminated in
foreign cL-rencies. This exposes us to the risk of fluctuations in forelgn currency exchange rates, We purchase foreign exchange
option contracts to reduce the volatility of cash flows reiated to forecasted revenues denominated in certain foreign currencles.
The cbjecive of the forelgn exchange contracts is to better ensure that the U.S. dollar-equivalent cash flows are not adversely
affected by changes in the U.5. dollar/forelgn currency exchange rates, These contracts are designated as cash flow hedges. The
gain an the effective portion of a cash flow hedge is initlally reported as a component of accumulated other comprehensive income
{AQC]) and subsequently reclassified into revenues when the hedged revenues are recorded or as Interest and other Income,
net, if the hedged transaction becomes probable of not occurring, The notional principal of these contracts was approximately
$6.5 billon and $9.5 billion as of December 31,2011 and Jecember 31, 2012. These foreign exchange contracts have maturities
of 36 months or fess.

We considered the historical trends in currency exchange rates and determined that it was reasonably pessible that changes in
exchange rates of 20% for our foreign currencies instrurments could be experlenced in the near term. if the U.S. dollar weakened
by 209%, the amount recorded in AOC| before tax effect would have been approximately $132 million and $9 milllen lower at
Decermnber 31, 2011 and December 31, 2012, and the total amount of expense recorded as interest and other income, net, would
have been approximately $138 million and $140 million higher in the years ended December 31,-2011 and Decernber 31, 2012. If
the U.S. dallar strengthened by 20%, the amount recorded in accumulated AQCI before tax effect wouid have been approximately
$1.2 blllon and $1.7 biliion higher at December 31, 2011 and December 31, 2012, and the total amount of expense recorded
as interest and other Income, net, would have been approximately $202 million and $159 million higher In the years ended
Decemnber 31, 2011 and December 31, 2012,

Transaction Exposure

Our exposure to foreign currency transaction gains and losses is the result of certair net receivables due from our foreign
subsidiaries and customers being denomirated in currencles other than the functional currency of the subsidiary, primarily the
Euro and the British pound, Our foreign subsidlaries conduct their businesses In local currency. We have entered Into forelgn
exchange contracis to offset the foreign exchange risk on Zertain monetary assets and liabilities denominated in currencies ather
than the local currency of the subsidiary, The notional prncipal of foreign exchange contracts outstanding was $3.7 billion and
$6.6 oillion at December 31, 2011 and December 31, 2012. ' ’

We considered the historical trends in currency exchange rates and determined that it was reasonably possibie that adverse
changes in exchange rates of 20% for all currencies coulg be experlenced in the near term. These changes would have resulted
tn an adverse impact on income before income taxes of approximately $27 million and $3 million at December 31, 2011 and
Decernber 31, 2012, The adverse Impact at December 37, 2011 and December 31, 2012 is after, conslderation of the offsetting
sffect of aaproximately $503 million and $731 million frem foreign exchange contracts in place for the months of December 2011
and December 2012. These reasonably possible adverse changes in exchange rates of 20% were applied to total monetary assets
and liabllities denominated in currencies other than the lacal currencies at the balance sheet dates to compute the adverse impact
these changes would have had on our income before income taxes In the near term,

Interest Rate Risk

We invest our excess cash primarily in U.S, government and its agency securities, money market and other funds, corporate debt
securities, mortgage-backed securities, debt instruments 'ssued by foreign governments, municipal securities, time deposits, and
asset backed securities. By palicy, we limit the amount of credit exposure to any one issuer,

Investments in both fixed rate and floating rate interest ez ming securities carry a degree of interest rate risk. Fixed rate securities
may have heir fair market value adversely impacted due to arise in interest rates, while floating rate securities may produce less
income than predicted if interest rates fall. Due In part to these factors, our income from investments may decrease in the future.
Howsaver, ve use certain interest rate derivative contracts to hedge interest rate risk of our fixed income securities.
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During the second quarter of 2012, we began to hedge the variability of forecasted interest payments using forward-starting interest
swaps. The total notlonzl amount of these swaps was $1.0 blllion as of December 31, 2012, with terms calling for us to receive
interest at a variable rate and to pay interest at a fixed rate, These forward-startlng Interest swaps effectively fix the benchmark
interest rale on an anticipated debt issuance of $1.0 billion in 2014, and they will be terminated upon Issuance of the debt.

When entering into forwa rd-starting interest rate swaps, we are sublect to market risk with respect to changes in the underlying
benchmar - interest rate that Impacts the fair vaiue of the forward-starting interest swaps. We manage market risk-by matching
the terms of the swaps with the critical terms aof the experied debt issuance.

We cansidered the historical volatility of short-term interes: rates and determined that it was reasonably possible that an adverse
change of * 00 basis poin“s could be experienced in the near term. A hypothetical 1.00% (100 basis points} increase in interest rates
would have resylted in a decrease in the fair values of our marketable securities of approximately $934 milllon and $1.1 billion at
Decernber 31, 2011 and 2012, after taking into consideratlon the offsetting efféct from interest rate derivative contracts outstanding
as of December 31, 2011 and 2012, A hypothetlcai 1,00% (100 basis points) decrease in interest rates would have resulted in a
decrease in the fair values of our forward-starting interest swaps of approximately $107 million at December 31, 2012,
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Google Inc.

Index to Consolidated Financial Statements

Reports of Independent Registered PUDIIC ACCIUNLING FIMM cuvcvevc.rrmsmssmesssemtssmsssssesssossnsescesesmmrensessssrssssmsomessmneenc b
Financial Statements:
Consolidated Balance Sheets......ccreeicnnns

Consolidated Statements of INCAME........uummusim s ———
Consolidated Statements of Comprehensive Income......
Consolidated Statements of Stockholders’ Equity............
Consolidated Statements of Cash Flows...cuimicnnnen TG
Notes to Consolidated Financial StAtEMENES .........cnsmmstisinsncremmmssesssssssmreens

The supplementary financial Information required by th's item 8 fs included In item 7 under the caption “Quarterly Results of
Qperatiors.”
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders of Google Inc.

We have audited the accompanying consolidated balance sheets of Google Inc. as of December 31, 2011 and 2012, and the
related consolidated statements of Income, comprehers ve Income, stockholders’ equlty, and cash flows for each of the three
years in the period ended December 31, 2012. Our audits also included the financlal statement schedule listed In the Index at
ltem 15(a)2. These financial statements and schedule are the responsibility of the Company's management. Cur responsibility is
to express an opinion on these financtal statements and schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board {United States).
Those standards require that we plan and perform the audi to obtain reasonable assurance about whether the finandial statements
are free of material misstatement. An audit includes examining, an a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assess ng the accounting principles used and significant estimates made by
management, as weli as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basls for our opinion.

In our apinion, the financial statements referred to above present fairly, in alt material respects, the consolidated financial position
of Google 1. at December 31, 2011 and 2012, and the consolidated results of its operations and its cash flows for each of the
three years in the period ended December 31, 2012, In canformity with U.S. generally accepted accounting principles. Alsg, in
our opinion, the related financial statement schedule, when considered in relation to the basic financial statements taken as a
whole, presents fairly in ali matertal respects the information set forth therein,

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), Google
tnc.'s Internal control over financlal reporting as of December 31, 2012, based on criterla established in interna/ Control—Integrated
Framework issued by the Committee of Sponsoring Organlzations of the Treadway Commission and our report dated January 29,
2013 expressed an ungualified apinion thereon.

/sf ERNST & YOUNG LLP
San Jose, Ca'lfornia
January 29,2013
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Report of independent Registerad Public Accounting Firm

The Board of Directors and Stockholders of Google Inc,

We have sudited Google Inc.'s Internal control over finandial reporting as of December 31, 2012, based on criteria established in
Internaf Control—integroted Framework issued by the Committee of Spansoring Organizations of the Treadway Commission (the
COSO criteria). Google inc's management is responsible for maintaining effective internal control over financial reporting, and
for its assessment of the effectiveness of Internal contro over financlal reparting Included in the accompanying Maragement’s
Repert or Internal Control over Financlal Reporting. Our responsibility is to express an opinior on the Companys internal control
over financial reporting based on our audit.

We conducted our audit In atcordance with the standards af the Public Company Accounting Oversight Board (United States),
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal
control over financial reporting was maintained in all material respects. Qur audit included obtaining an understanding of internal
control over financial reporting, assessing the risk that a raterlal weakness exists, testing and evaluating the design and operating
effectivenass of Internal control based on the assessed risk, and performing such other procedures as we considerag necessary
in the circumstances. We believe that our audit provides a reasonable basis for our opinlon.

A company's internal contro! over finandial reporting is a process designed to provide reasonable assurance regarcing the rellability
of financlzl reporting and the preparatlon of financial statements for externat purposes in accordance with generally accepted
accounting principles. A company's internal control over financial reporting includes those polidies and procedures that (1) partain
to the maintenance of recards that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the.assets
of the company; (2) provide reasonable assurance that t-ansactions are recarded as necessary to permit preparation of financlal

statements In accordance with generally accepted accounting principles, and that recelpts and expenditures of the cormpary are
belng made anly In accordance with autharizatiens of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that
could hava a material effect on the financial statements.

Because of its inherent limitations, Internal control over financial reporting may not prevent or detect misstatements. Also,
projectiors of any evaluation of effectiveness to future perlods are subject to the risk that controls may become Inadequate
because of changes in conditiors, or that the degree of compllance with the policies or procedures may deterlorate,

I cur opinion, Google Inc. maintained, in all material reépects, effective internal control over finandial reporting as of December 31,
2012, based onr the COSO criteria,

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board {United States), the
consolidated balance sheets of Google Inc. as of Decernber 31, 2011 and 2012, and the related consolldated stataments of income,”
comprehensive Income, stockholders' equity, and cash fiews for each of the three years inthe period ended December 31, 2012
of Geogle Inc. and our report dated January 29, 2013 expressed an unqualified opinion thereon,

/s ERNIST & YOUNG LLP
San Jese, Czlifornia
January 29, 2013
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‘Google Inc.
Consolidatad Balance Sheets

As of

{'n miliions, except share and par value amounts which are reflected December 31, Decemb::-sa:f
In thousands, ond por vaiue per shore amounts) ) 2011 2012
ASSETS
Curmrent asssts:

<asn and cash eyunvelents 5583 $13,778

Marketab:e securities _ 34643 33310

Total Zash: Gesh equvakens, -rid mar ketable secuntes fneivding securyles loaned of $2,778 anc $3,167; 44626 48 083

Accounts “ecelvable, net of allowance of $133 and $581 5427 7.885

Inwentoncs 35 53

Receivable under reverse repurchase agreements 745 700

Neaferred mcorme tazes ret 215 (e

Prepald revenue share, expenses and other assets 1,710 2,132

Totel current assats g 32753 80,454
Prepaid revenue share, expenses and other assets, nan-current 499 2,011
Nan-marke*zble Equiy serurtiae 700 1454
Property and equipment, net 9,603 11,854
Irwengibl2 asses, et 1578 7473
Goodwil 7346 10,537
lotal sssets $/2574 333768
LIABILITIES AND STOCKHOLDERS' EQUITY ’ ’ -
Current tatities

Accounts payable © $ 588 $ 2,02

Shoif-erm debt 1218 4,54

Accrued compensation and benefits 1,818 2,239

Accred expenses and cther current lakilivies 1,270 3.258

Accrued revenue share 1,168 1,471

Sequrires lending payabie 4,007 1,673

Deferred revenue 547 895

INCOn M wines payable, ne 197 240

Total current liabllities ) 8,913 14,337
Long-rerm debt 2986 2,988
Deferred revenue, non-current 44 100
inome taxes paycbe non-current 1693 2,045
Deferred income taxes, net, non-current 287 1,872
Other long- erm iapiimes 50k 7al)
Commitments and contingencles
Stockhelders' equuity

Convertib'e preferred stock, $0.007 par value per share, 100,000 shares authorized; no shares Issued

and outstanding ‘ 0 0

(tazs A.ard Tass B common stock end agaitiunal pa d-ni ¢apital, $0 001 p=rvalue per ~hare 4,000,606

sheres athorized (Class & 6,040 000, Class B 3,000,000) and 12,000,000 shares autiorzed (Class A

900,000, Tiass 3 2,000,000) 324 895 (Uzss 4 257,553 1Ziass 4 67,242) and par valug of $3325 tClacs a

258, Class B $671 and 229,979 [Clasz A 267,448, Clazs 8:52,531) ann par velue of 330 (Class A 4267,

Class B %63 shares issu=d and cutstanding 20,264 22 B3%

Class C caoital steck, $0.001 par value per share, 3,000,000 shares authorized;

no shares issued and outstanding 0 0

Aocurnula ed other cornprehensre Muome 216 538

Retsined earnings i 37,605 48,342
Toial starkbaiders' aqwiy 58,145 11,715
Totat liabllittes and stockholders’ equity : _$72574 £93, 798

See accompanying notes,
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Year Ended December 31,
{In millians, except per share amounts) 2010 2011 2012
Hevanuss
Google (zdvertising and other) $29321 $37.905 $46,039
Motorata Mobile hard#ete and othen 4] [+ 4,136
Total rever ues e $29321 $37,905 $50,175 ,
Costs and expenzes
Cost of revenues—Google (advertising and othen™ $10417 $13188 $17,176
Cest of revendes—udotorals Mobde (hardwere and othar¥ ] G 3458
Research and development 3,762 5,162 6,793
Sales anc markatingtd 2799 4,585 6143
Gereral znd administrative 1,962 2724 3,845
__Charge 1 lated to the resoiution of Deparimen. of justice imveshzanon 0 500 0
Total costs and expenses — . 18,940 26,163 37.415
Incore frem operetions 10381 11,742 12760
Interest and other incorne, net 415 584 626
Ircorme from continuing operztions bajore INCOME wakes 10,796 12376 13,386
Provision for income taxes 2,291 2,589 2,598
W2} Incoma from ConunUIAg operations $ 8,505 b 9737 10778
Net loss from discontlnued operatlons 0 0 {51)
e, Income ' $ B505 $ 0,737 $10,737
Net Income (loss) per share of Class A and Class B common stock—basic:
Lontiming sperarions $ 2669 $ 3017 % 329°
Discontirued operatlons 0.00 (.00 (0.16)
Net income per share of Cass A and Class B cammo, stock- basic $ 2665 $ 3017 $ 3281
Net income {loss) per share of Class A and Class B common stock—dlluted:
Continuirz cperaticns $ 20N $ 2976 $ 3246
Discontirued operations 0.00 0.00 {0.15)
e income per shate of Class » and Class B comiion stotck—1 luted % EE 3 y 2976 4323
{1} Includes stock-based compensation expense as follows:
Cast of reavenues—Coogie advertising and othen) $ o7 $ 249 $ 3%3
Cost of revenues—Motarala Moblie (hardware and other) 0 0
Resezrch and dewalopmen 861 1,06 1.328
Sales and marketing 261 351 498
Gene:a and atiministraave 137 a3 453

bl 1976 52640,

See accompanying notes,
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Google Inc.
Consolidated Statements of Comprehansive income

Year Ended December 31,
{in milkons) o _ 2010 201 2012
Net meome ' $6,505 38337 . fi0732
Other comprehensive income:
Charye i foreign currency ransmtic n agjusomeant 124 (107 73
Avaiiable ‘or-sale Irvestments;
Change -1 ne, unrealized gains 732 E L 493
Less: reclassification adlustment for net gains Included in net income {151) (115) . (218}
Nat change (et of tax offect of 452, $54, $€8) 31 234 277
Cash flow hedges: '
ange nunrealized gaitis 136 39 47
Less: redassification adjustment for gains included In net income (120) (27 (137)
Ne: ¢hange (net of . oifect of $52, $2, $53) 7R 17 an)
_Other comprehensive income . 33 138 262
Cempehersive income } 38538 49875 $10999

See accompanying notes.
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Google Inc.
Consolidated Statements of Stockholdars’ Equity

Class A and Class B Common Stock Accumulated

and Additlonal Paid-In Capital Other Tatal
{in millions, except for share omounts Comprehensive Retained  Stockholders
which are reflected In thousands) Shares Amount Income Eamings Equlty
Balance aiJanuary ) 201C 317772 $15817 $105 $20,082 $36,004
Common stock ssued 5126 1412 0 0 1,412
ommorn sterk repur chased (1 597) {82) a (719, 801}
Stock-based compensatlon expense 1,376 0 0 1,376
Sinch-cesed chmprrsation tax benetts 72 G o 72
Tax withholding related to vesting of restricted
stock units (360} o 0 (360)
Nat income 0 0 8,505 8,505
Other comprahensive income ‘ o 33 0 33
Balance ac Jezember 31, 2010 321 30" 18,235 128 27,368 4 241
Common stack Issued 3,594 621 0 0 621
Stock-based rompenssauon expense 1,974 0 ] 1.974
Stack-based compensation tax benefits’ 60 0 0 60
Tax wathheiding re.aczd to ~asting of resuicted
SLOTH Lirits (£26) Y 0 (526)
Net Incame ‘ 0 0 9,737 8,737
Otner comprahensiva ncorne n 133 n 138
Balance at December 31, 2011 324,895 20,264 276 37,605 58,145
Zommon stnck 5sued Sifes 736 f ] 735
Stock-based compensation expense 2,692 0 0 2,692
Swock-bastd compensation tax benefity 166 0 0 156
Tax withho'd'ng relateq to vesting of restricted
stock units ' {1,023} 0 0 (1.023)
Met moome2 g G 10,737 10,737
Other comprehensive income g ' 262 0 . 262
3alance at December 31 2612 . 3295979 522!835 $338 5_4_.‘3__‘34'_‘ $79,775

See accompanying notes.
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Google Inc.
Consolidated Statements cf Cash Flows

Year Ended December 31,

{in millions} 2010 2011 2012
Operating activities .
Net income $ 8505 $ 9737 $ 10,737
Adjustmenns
Depretiat'on and amortization of property and equipment 1,067 1,396 1,988
Amortizes or of rwangid'e ant adher assecs 329 55 G74
Stock-based compensatlon expense 1376 1,874 2,692
Excess unt bunefits from stock-hzsed award actviies (94) (&F) {188)
Deferred income taxes . 5 343 {266)
Impairtnent of aquiL/ iNestm-Ns a 116 G
Gain on d'vestiture of business 0 0 {188)
Qther (12} 5 (28)
Changes in assets and liabllities, net of effects of acquisitions:
ACCCUNtS recervable (7,129 11,156) an
Income taxes, net 102 FE) 1,492
Invertor ies 0 130 ah
Prepald revenue share, expenses and other assets (414 {232) (833)
ACTIUNG Dayahlz e 10t {a90)
Accrued expenses and ather llabllities 745 795 762
ALCTued resenue share AL 258 299
Deferred revenue 111 - 162 163
Net zesh piovided by operadig actraues 14,027 14,565 16518
Investing activities
Purcnases 2f property 2rd equinment {4.018) 2,478) 13,2731
Purchases of marketable securities (43,985) (61,672) (33.410)
Mzturties end sales of marketshle secrirmes 37,099 48,748 35,180
Investments in non-marketable equity securlties (320} (428 (696)
Cash collateral relsted to securnies lending 2,361 (354) (331
lnvestrnents in reverse repurchase agreements 750) 5 45
Acquigiuons, net of cash acquiren and proceeds raceied fiom fuasiwre,
ard puiengses of Intangibie and ohat assety 1,967} {1,900) [10,565)
Net cash used in investing activities (10,680} {19.041) {13,056)
Rinancing activities
Net proceeds (payments} from stock-based award activities 294 (5) (287)
Excess wix bensfits frorn swek-baser’ award aciraties 94 86 18R
Repurchase of common stock in connection with acquisitions (801} o a
Procesds fram Issuanca a7 debt, not of Lous R.246 16805 15,108
Repayment of debt . {1,783) 10,179) (14,781)
Net cash provided by inar-ing activities 3,050 807 1,229
Effect of exchange rate changes on cash and cash equivalents (19) 22 3
Nat incr ¢ase (derceasel m tash #nd cash equivelens 3432 (3,647) 45995
Cash and czsh egulvalents at beglnning of year 10,158 13,630 9,983
Cash and cash equivelents at end of year £ 12,630 % 9,983 $ 14[7?3_
Suppiemental disclosures of cash flow Information : N
{Zash peud for interss, 5 0 $ 40 $ 74
Cash paid for taxes . $ 2175 $ 141 $ 2034
Non-cash frianang sctviy
Fair value of stock-based awards assumed in connectlon with ecquisitions $ 750 $ 0 [ 41

See atcompanying notes,
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Google Inc.
Notes to Consolidated Financial Statements

NOTE1.  Google Inc. and Summary of Significant Accounting Policies

- Nature of Operations

We were incorparated In California in September 1998. We were re-incorporated in the State of Delaware in August 2003. We
generate revenues primarily by delivering relevant, cost-effective onfine advertising in our Google segment. In addition, as a result of
our azquisition of Motorola Mebility Holdings, Inc. {(Motorc'a) on May 22, 2012, we generate revénues from sales of mobile devices
in our Mozorola Mabile {Mobile) segment and digltal set-top boxes in our Motorola Home (Home) segment. In December 201 2,
we entered into an agreement to dispose Home, and the related financlal results are presented as net loss from discontinued
operations on the Consolldated Statements of Income, Assets and liabilities of Motorola Home are not presented as held for sale
on the Consolidated Balance Sheets because they are nct material,

Basis of Consolidation

The tonsclidated financial statéments include the accounts of Google Inc. and our wholly-owned subsidlartes. All intercompany
balances and transactions have been eliminated, '

Use of Estimates

The preparation of consolidated financial statements in conformity with U.S. Generally Accepted Accounting Pririciples (GAAP)
reguires Ls to make estimates and assumptions that affect the amounts reported and disclosed in the financial statements
and the accormpanying notes. Actual results could differ materially from these estimates, On an angoing basls, we evaluate our
estimates, including those related to the accounts receivable and sales allowances, fair values of finandial instruments, intangible
assets and goodwill, useful lives of.intangible assets and property and equipment, falr values of stock-based awards, inventory
valuations income taxes, and contingent liabilities, amonrg others. We base our estimates on historical experience and on various
other assumptions that are believed to be reasonable, the results of which form the basis for making judgments about the carrying
values of assets and liabilities.

Revenue Recognition
The followng table presents our revenues by revenue source (in millions):
Year Ended December 31,

2010 2011 - 2012
Google. .
Advertising revenues:
Googla watsnes $19441 $261193 %3122
Googie Natwork Members' websites 8,792 10,386 12,465
Tonal aC/erUSIHE revenues 23,228 33,531 43686
Other revenues ~ 1,085 1,374 2,353
Motoroala Mobile:
Total Motorola Mobile revenues (hardware and other) Q 0 4136
Towd! | @verdgs — $ 29.11_1 £37905 $50175

We recogmze revenues when the services or pfoducts have been providéd or delivered, the fees we charge are fixed or determinable,
we and oLr advertisers or other customers understand the specific nature and terms of the agreed upon transactions, and
collectability !s reasonably assured.

Google

Google AdWords is our auctian-based advertising program that enables advertisers to place text-based and display ads on our
websites and our Google Network Members' websites, Display advertlsing comprises the videos, text, images, and other interactive
ads that rLn across the web on computers and mablle devices, induding smart phones and handheld computers such as netbaoks
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and tablets. Most of our customers pay us on a cost-per-cllck basls, which means that an advertiser pays us only when a user
clicks on one of its ads, We also offer advertising on a cos:-per-impression basis that enables advertisers to pay us based on the
number of times their ads display on our websites and cur Google Network Members' websites as specified by the advertisers.

Google AdSense refers to the online programs through which we distribute our advertisers’ AdWords ads for display on 6ur
Googie Network Members' websites.

We recogrize as revenues the fees charged to advertisz*s each time a user dicks on one of the ads that appears next to the
searc results or contentt on our websites or our Google Network Members' websites. For those advertisers using our cost-per-
impressior pricing, we recognize as revenues the fees charged ta advertisers each time their ads are displayed on our websites
or our Google Network Members' websites. We report our Google AdSense revenues on a gross basis principally because we are
the primary obiigor to our advertisers. '

We record deferred revenues upon invoicing or when cash nayments are received in advance of our performance In the underlying
agreement on the accompanying Consolidated Balance Sheets,

Motorola

For herdware product sales, where we sell directly to end custamers or through distribution channels, revenue recognition gererally
occurs when products have been shipped, risk of loss has transferred to the customer, objective evidence exists that customer
acceptance provisions have been met, no significant oblgations remain and allowances for discounts, price protection, returns
and customer incentives tan be reasonably-and reliably estimated. Recorded revenues are reduced by these allowances. Where
these allowances cannot be reasonably and reliably estimated, we recognize revenue at the time the preduct sells through the
distritution channel to the end customer.

For arrangements that include multiple dellverables, primarily for products that contain software essential to the hardware

produdts functionality and services, we allocate revenue to each unit of accounting based on their relative selling prices. In such
dircumstances, we use a hierarchy to determine the selling prices to be used for allocating revenue: {j) vender-specific objective
eviderice of fair value (VSOE), (ii} third-party evidence of seliing price, and (jii) best estimate of the selllng price (ESP). VSOE generally
exists only whien we sell the deliverable separately and is the price actually charged by us for that deliverable. ESPs reflect our
best estimates of what the selling prices of elements would be if they were sold regularly on a stand-alone basis.

Reverues from Home are included in net loss from discortinued operations.

Cost of Revenues

Google

Cost of revenues consists primarily of wraffic acquisition costs. Traffic acquisition costs corsist of amounts ultimately paid to aur
Google Network members under AdSense arrangements and to certain other partners (our distribution partners) who distribute
our tcolba- and other products {collectively referred to as access points) or otherwise direct search queries to our website
{collectively referred to as distribution arrangements), These amounts are primarlly based on the revenue share and fixed fee
arrangements with our Google Network Members and distribution partners.

Certaln distrioution arrangements require us to pay our partners based on a fee per access point delivered and not exclusively—
or at all—tased on revgnue share. These fees are non-refundable, Further, these arrangements are terminable at will, although
under the terms of certain contracts we or our distributicn partners may be subject to penalties In the event of early terminatlon,
We recoghize fees under these arrangements over the estimated useful lives of the access points (approximately two years} to
the extent we can reasonably estimate those fives and they are longer than one year, or based on any contractual revenue share,
'if greater. Otherwise, the fees are charged to expense as incurred. The estimated useful life of the access points is based on
the historical average perlod of time they generate traffic and revenues, Further, we review the access points for impairment by
distritution partner, type, and gecgraphy, and we have rot made any Impalrment to date,

Cost cf revenues also includes the expenses associatec with the operatiqr of our data centers, Inciuding depreciation, fabor,
energy, and bandwidth costs, credit card and other transaction fees related to processing customer transactlons, amortization
of accuired intangible assets, as well as content acqulisition costs. We have entered into arrangements with certain content
provicers Lnder which we distribute or license their videc and other content. In a number of these arrangements, we display ads
on the pages of our web sites from which the content is viewed and share most of the fees these ads generate with the content
provicers, Tc the extent we are obligated to make guararieed minimum revenue share payments te our content providers, we
recognize as content acquisition costs the contractual revenue share amount or the minimum guarantee on a straight-line basls,
whichaver 's greater, over the terms of the agreements,

Prepald revenue share and distribution fees are included in prepaid revenue share, expenses, and other assets on the accompanying
Consclidated Balance Sheets,
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Moterola

Cost of resenues frem our Motorela business related tc delivered hardware, incudinig estimated warranty costs, are recognized
at the time of sale, Cost of revenues from Home are included in net loss from discontinued operations;

Stock-based Compensatian

We have elected to use the Black-Scholes-Merton (BSM; optlen pricing model to determine the fair value of stock options on the
dates of grant. Restricted stock units (RSUs) are measured based on the fair market values of the underlying stock on the dates
of grant. Shares are issued on the vesting dates net of the minimum statutory tax withholding requirements to be paid by us on
behalf of our employees. As a result, the actual number cf shares issued wili be fewer than the actual number of RSUs autstanding.
Furthermare, we record the liability for withholding amounts to be pald by us as a reduction to additional pald-in capltal when
paid. Also, we recognize stock-based compensatlon using the straight-line method.

We Include as part of cash fiaws from financing activities the benefits of tax deductions in excess of the tax-effected compensation
of the related stock-based awards for optlons exercised and RSUs vested during the period. During the years ended December 31,
2010, Decernber 31, 2011, and December 31, 2012, the amount of cash received from the exercise of stock options was $656 million,
$621 million, and $736 million, and the total direct tax tenefit realized, Including the excess tax benefit, from stock-based award
activities was $355 million, $451-million, and $747 million, We have elected to account for the indirect effects of stock-based
awards—primarily the research and development tax credit—thraugh the Consolidated Statements of Income.

For the years ended December 31, 2010, December 31, 2011, and December 31, 2012, we recognized stock-based compensation
expense and related tax benefits of $1,376 million anc $314 million, $1,974 million and $413 million, and $2,649 million and
$591 million. Additionally, net loss from discontinued operations for the year ended December 31, 2012 Includes stock-based
compensation expense and related tax benefits of $43 million and $11 milfion.

Certain Risks and Concentrations

Our reverues are primarily derived from online advertising, the market for which is highly competitive and rapidly changing. In
addltion, our revenues are generated from a multitude of vertical market segments in countries around the world. Slgnificant
changes In this Industry or changes in customer buying or advertiser spending behavior could adversely affect our operating
resulis, In addition, for our Motorala business, nearly all of our Motorola preducts (other than some pretotypes) are manufactured
outside the V.S, primarily in China, Taiwan and Brazil,

Financial instrurments that potentially subject us to concertrations of credit risk consist principally of cash equivalents, marketable
securities, foreign excharge contracts, and accounts recevable, Cash equivalents and marketable securlties consist primarlly of time
deposits, money market and other funds, Including cash collateral recelved related to our securities lending program, highly liquid
debt Instruments of the U.S. gavernment and its agencles, debt instruments Issued by foreign goverrments and municlpalities In
the U5, corporate securitles, morigage-backed securities, and asset-backed securitles. Foreign exchange contracts are transacted
with various financial institutions with high credit standing. Accounts recelvable are typically unsecured and are derived from
reveriues 2arned frem customers located around the world. in 2010, 2011, and 2012, we generated approximately 48%, 46%,
and 47% of our revenues from customers based in the U.S,, with the-majority of customers outside of the U.S. locatad in Europe
and Japar. Many of our Goggle Network Members are in the internet Industry. We perform ongoing evaluations to determine
customer credit and we limit the amount of credit we extend, but generally we do not require collateral from our customers, We
maintain reserves for estimated credit losses and these losses have generally been within our expectations.

Ne individual customer or groups of affillated customers represented more than 10% of our revenues in 2010, 2011, and 2012,

Falr Value of Financial Instruments

Our financial assets and financial liabilities that Inciude cash eguivalents, marketable securities, and forelgn currency and interest
rate cerivative contracts are measured and recorded at falr value an a recurring basis, We measure certain other assets including
our non-marketable equity securitles at falr value on a nenrecurring basis when they are deemed to be other-than-temporarlly
impaired, Our other current financial assets and our cther current financial liabilitles have fair values that approximate their
carrying value and are therefare not recorded at fair value.

Cash, Cash Equivalents, and Marketable Sgcuritles

We invest our excess cash primarily in time deposits, menay market and other funds, including cash collateral received related to
our securities lending program, highly liquid debt instruments of the U.S. government and Its agencies, debt instruments issued by
foreign governments and municipalities In the U.S., corporate securities, mortgage-backed securities, and asset-backed securities,

We classify all highly liquid investments with stated maturities of three months or less from date of purchase as cash equivalents
and !l highly liquid investments with stated maturities of greater than three months as marketable securities,
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We determine the appropriate classification of our investments in marketable securlties at the time of purchase and reevaluate
such designation at each balance sheet date. We have classified and accounted for our marketable securitles as avallable-for-
sale, We may or may not hold securities with stated maturlties greater than 12 months until maturlty. After consideratian of our
risk versus reward objectives, as well as our !iquldity requirements, we may sell these securities prior tg thelr stated maturities.
As we view these securities as avallable to support current operations, we classify securities with maturlties beyond 12 months
as current assets under the caption marketable securities in the accompanying Consolidated Balance Sheets. We carry these
securities at fair value, and report the unrealized galns and losses, net of taxes, as a companent of stockholders equlty, except
for unrealized losses determined to be other-than-tempcrary, which we record as interest and other income, net, We determine
any realized gains or losses on the sale of marketable securities on a specific identification method, and we record such gains
and lcsses as a component of interest and other income, net,

Non-Marketable Equity Securities

We have accounted for non-marketable equlty securities elther under the equity or cost methed. Investments through which we
exercise significant influence but do not have control over the investee are accounted for under the equity method. Investments
through which we are not able to exercise significant influence over the investee are accounted for under the cost method.

Impairment of Marketable and Non-Marketable Securltles

We periodically review our marketable and non-marketable securities for impairment. If we conclude that any of these Investments
are impaired, we determine whether such Impairment is cther-than-temporary. Factors we consider to make such determination
include the duration and severity of the Impairment, the -eason for the decline In value and the potentlal recovery period and
our intent o sell. For marketable debt securitles, we also consider whether (1) it Is more likely than not that we will be required
to sell the security before recovery of its amortized cost basis, and (2) the amortized cost basis cannot be recovered as a result
of credit losses. If any Impairment s consldered other-than-temporary, we will write down the asset to Its falr value and recerd
the corresponding charge as interest and other income, net. ‘

Accounts Receivable

We record accounts receivable at the invoiced amount and we do not charge interest. We maintain an allowanice for doubtful
accounts to reserve for potentially uncollectible recelvables, We review the accounts receivable by amounts due by customers
which are past due to Identify spedific customers with knewn disputes or collectability Issues. In determining the amount of the
reserve, we make judgments about the creditworthiness of significant customers based on ongolng credit evaluations. We also
maintain a sates aliowance te reserve for potential credits issued to customers. We determine the amount of the reserve based
on histerical credits issued.

Inventories
Inventorles are stated at the lower of cost or market, computed using the first-in, first-out method.

Property and Equipment

We accourt for property and equipment at cost less accumulated depreciation and amortization. We compute depreclation
using the stralght-line method over the estimated useful lives of the assets, generally two to five years. We deprediate bullgings
over periods up to 25 years, We amortize leasehold improvements over the shorter of the remaining lease term or the estimated
useful lives of the assets. Construction in progress is related to the construction or development of property (Including land)
and eguipment that have not yet been placed in service for our intended use. Depreciation for equipment commences once it is
placed in service and depreciation for bulldings and leasehold Improvements commences once they are ready for our intended
use, Land Is not depreciated. '

Software Development Costs

We experise software developrent costs, including costs to develop software products or the software component of products to
be marketed to external users, before technological feasibllity of such praducts is reached, We have determined that technalogicat
feasibility' was reached shortly before the release of those produdts and as a result, the development costs incurred after the
establishment of technological feasibility and before the release of those products were not material, and accordingly, were
expersed &s incurred. Software development costs also include costs to develop software programs to be used solely to meet our
internal needs, The costs we incurred during the application development stage for these software programs were not materlal
in'the years presented.

Businass Comblnations

We include the resulis of operations of the businesses that we acquire as of the respective dates of acquisition. We allocate the
fair vlue o the purchase price of our acquisitions to the langible assets acquired, and liabilities assumed and intangible assets
acquired, based on their estimated fair values, The excess of the fair value of purchase price over the fair values of these identifiable
assets and liabilitles Is recorded as goodwill,
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Long-Lived Assets including Goodwill and Other Acquired Intanglble Assets

We review property and equipment, long-term prepaymants and Intangible assets, excluding goodwil, for impalrment whenever
events or changes in circumstances indicate the carrying amount of an asset may not be recoverable, We measure recoverability
of these assets by ccmparing the carrying amourits to ths future undiscounted cash flows the assets are expected to generate. If
property and equipment and Intangible assets are cansidz ed to be impaired, the impairment to be recognized equals the amount
by which tne carrying value of the asset exceeds its falr market value. We have made no material adjustments to our long-lived
assets in any of the years presented. In addition, we test ou- goodwill for impairment at least annually or more frequently if events or
changes ir: crcumstances Indicate that this asset may be impaired. We found no goodwill impairment in any of the years presented,

intangible assets with definite lives are amortized over thelr estimated useful lives. We amortize our acquired intargible assets
on a strafght-fine basts with definite lives over periods rarging from one to 12 years.

Income Taxes

We recognize income taxes under the liabfiity method. We recognize deferred income taxes for differences between the financlal
reporting and tax bases of assets and lablilitles at enacted statutory tax rates in effect for the years In which differences are
expected o reverse. We recognize the effect on deferred taxes of a change In tax rates In income in the period that indludes the
enactment date.

Foreign Currency

Generally, the functional currency of cur International subsidiaries is the local currency. We translate the financia! statements
of these subsidiaries to U.5. dollars using month-end razes of exchange for assets and liabilities, and average rates of exchange
for revenues, costs, and expenses. We record translation galns and losses in accumutated other comprehensive income as &
component of stockholdars’ equity. We recorded 3124 milllon of net translation losses In 2010, $107 million of net transiation
losses in 2011, and 375 million of net translation gains In 2012, We record net gains and losses resulting from foreign exchange
transactions as a component of foreign currency exchange losses in interest and other income, net, These galns ard losses are
net o7 these recognized on foreign exchange contracts. We recorded $29 mitlion of net losses in 2010, $38 milllon of net losses
in 2011, ano $78 million of net losses in 2012,

Advertlsing and Promotional Expenses

We expense advertising and pramotional ¢osts in the period in which they are incurred, For the years ended December 31, 2010,
2011 and 2012, advertising and promotional expenses totaled approximately $772 miliion, $1,544 million, and $2,332 million.

Prior Period Reclassification
Prior period balance related to Inventories has been reciassified to conform to the current year presentation,

NOTE2.  NetIncome Per Share of Class A and Class B Comynon Stock

We compute net income per share of Class A and Class B common stock using the two-class method. Basic net income per share
Is computed using the weighted-average number of commen shares outstanding during the period. Diluted net income per share
is computed using the weighted-average number of commen shares and the effect of potentially dilutive securities outstanding
during the period. Potentlally dilutive securities conslst of stock options, warrants issued under the TSO pragram, and restricted
stock units. The dilutive effect of outstanding stock options, warrants, and restricted stock units Is reflected in diluted earnings
per share by application of the treasury stock method. The computation of the diluted net Income pér share of Class A common
stock assumes the conversion of Class B commen stock, while the diluted net income per share of Class B cammon stock does
not assume the conversion of those shares,

The rights, Induding the liquidation and dividend rights, of the holders of our Class A and Class B common stock are Identical, except
with respect to voting. Further, there are a number of safeguards bulit into our certificate of incorporation, as well as Delaware law,
which preclude our board of girectors from declaring or naying unequal per share dividends on aur Class A and Ciass B comman
stock. Specifically, Delaware law provides that amendments to our certificate of incarporation which would have the effect of
adversely altering the rights, powers, or preferences of a given dass of stack (in this case the right of our Class A common stock to
recelve an equal dividend to any declared on our Class B common stock) must be approved by the class of stock adversely affected
by the prcposed amendment. In addition, our certificate of incorparation provides that before any such amendment may be put
to a stockolder vote, It must be approved by the unarimous consent of our baard of directors. As a resuit, the undistributed
earnings for each year are allocated based on the contractual participation rights of the Class A and Class B common shares as
if the earrings for the year had been distributed. As the liquidation and dividend rights are identica!, the undistributed-earnings
are aliocated an a proportionate basis. Further, as we assume the conversion of Class B comman stack in the computation of the
diluted net income per share of Class A common stack, the undistributed earnings are equal to net income for that computation.

GOOGLE INC. | Form 10-K 55



PART it (5 €= Contents mp
ITEM &. Notes to Consolidated Financiai Statements 284

The fcllowing table sets forth the computation of basic s~ diluted net Income per share of Ciass A and Class B common stock
(in millions, except share amounts which are reflected In thousands and per share amounts);

Year Ended Decemnber 31,
2010 2011 2012
Class A Class B Class A ‘Class B Class A Class B
Basic net inteme (loss) per shate ‘
Numeratcr '
Allwcausn of undistnbued
€ArNINEs—CONLINUINE Tperations $ 63569 % 14936 % 7658 $ 2073 $ 864 $ 3147
Allocaticn of undlstributed
earnings—discontinued operations 0 .0 0 0] (41) {10)
Tom $ 6569 % 1,936 § 73552 § 2079 $ 3,600 $ 2137
Denominator
Weighted-22rage
commor shares custangins 236168 72.534 252.862 6510 262,078 85,135
Numter of shares used
in %r share cnmEutatlon 246,168 2.534 253,862 - 68,916 262=078 65,135
Basiz new income (lo5s) per share e
Continuing operations $ 2668 $ 26,69 $ 3017 $ 3017 § 3297 '$ 3297
Discnntinued oparations 0 0 0 4] {D16) {G 1€
Baslc net incerne per share § 2669 $ 26.69 § 3017 $ 30.17 $§ 3281 $ 32.81
z L — — ]
Diluted nec.ncome par shaie
Numeratar
Allocaticn of undisinibuted earrings for
basic comuiation—cettinUing opeaunns % 6509 $ 1836 $ 7,658 $ 2079 861 % 2147
Rreallocaticn of undistributed earnings
as aresus of conversion of Class B
1o Class A shares . .. 1936 0 2079 0 2147 0
Reallacanon of undwtnbured earnings
to Class B snares 0 126) 0 RN ") 31)
Allocation of undistributed .
aarrings—gontinuing operations : ‘ $ 8505 $ 1,910 $ 9,737 $ 2,052 $ 10,788 $ 2116
Allorat.on of Lndisthuted earnings for basic
conpuL ton—discontinued operations $ 0 % aJ $ 0 $ Q $ (CH] i uo
Reallocation of undistributed earnings
as a result of conversion of Class B
to Class A shares 0 0 0 0 {10) 0
Reallo-anon of urdistributed earaings .
10 {lass 9 shares 9 g o 0 0 .
Allocation of undistributed )
_earnings—dlscontinued operations - ¥ C $ 4] $ 0 $ 0 $ (51) $  (10)
Lenpminztor
Number of shares used In basic
computation . 246,168 72,534 253,862 68,918 262,078 65,135
welghted-ave age effect of diutive serurities '
Add:
Comersion of Tlass B o Cluss A comron
shares oustanhng 72,534 U 68916 G 65,135 0
Employee stock options, including
warrantsissued under Transferable Stock
Cption program 3410 v 2,958 46 2,944 34
Restneed stok unie 1,139 ) 1478 0 2148 0
Number of shares used
M&% 323,251 72,605 327,214 68,962 332,305 65,169
- — s —————————
Diuted net ricome (logs} ger sicre
Coninulng operations ] 26.31 2631 2976 . 29.76 3246 32.46
Discartinued operanions 000 na 000 0G0 015) 1) 15)
Diluted net ncome per share 5 2@_ - 261 __$ 29.76 § 2976 $ 2123 $ 3231

The ret income per share amounts are the same for Class A and Class B common stock betause the holders of each class are
legally entitled to equal per share distributions whether :Frovgh dividends or In liquidation,
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NOTE 3. Financial Instruments

Fair Value Measurements

We measure our cash equivalents, marketable securities. and foreign currency and interest rate derlvative contracts at fair valve.
Fair value is an exit price, representing the amount that weuld be recelved to sell an asset or paid to transfer a liability In an orderly
transactic between market participants, As such, fair vaiue Is a market-based measurement that should be determined based
on assumoations that market participants would use in pricing an asset or a iiability, A three-tier fair value hierarchy is established
as a basis for considering such assumptions and for Inpus used in the valuation methodologies in measuring fair value;

Level 1—Observable inputs that reflect quoted prices (Ladjusted) for identical assets or Habilities in active markets,

Level 2—include other inputs that are based upon qucted prices for similar Instruments in active markets, quoted prices for
identical or similar instruments in markets that are not active, and model-based valuation techniques for which al! significant
Inputs are observable in the market or can'be derived f-om observable market data, Where applicable, these models project
future cas flows and discount the future amounts to 3 present value using market-based abservable Inputs including interest
rate curves, forelgn exchange rates, and credit ratings, '

Level 3—Unobservable inputs that are supported by little or ne market dctivities.

The fair value hierarchy also requires an entity to maximize the use of observable inputs and minimize the use of unobservable
inputs when measuring fair value.

Based on the fair value hierarchy, we dassify our cash sguivalents and marketable securities within Level 1 or Level 2. This is
because we value our cash equlvalents and marketable securities using quoted market prices or alternative pricing sources and
models ut'lizing market observable inputs. We classify our foreign currency and Interest rate derivative contracts primarily within
Level 2 as the valuation inputs are based on quoted prices and market observable data of similar instruments.

Cash, Cash Equivalents and Marketable Securities

The following tables summarize our cash, cash equivalents and marketable securities measured at ad|usted cost, gross unrealized
gains. gross unrealized losses and fair value by significzrt Investment categories as of December 31, 2011 and December 31,
2012 (in ritlions):

As of December 31, 2011

Gross Gross " Cash
Adjusted Unrealized Unrealized Falr and Cash  Marketabla
R Cost Gains Losses Value  Equivalents Securitles
Favh § 4712 $ 0 $ 0 § 47 T$4712. 35 0
Level 1: '
Money ma et and acher turds 3202 (VI 0 3202 3,26z 0
U.5. goverr ment notes 11475 104 0 11,579 0 11,579
Marketable eguiy secunties 428 79 0 207 Q a7
14,905 183 0 15,088 3,202 11,886
Level 2
Tirne deposits 1,029 0 0 1,029 534 495
Maney me-iet and ather furidst) 1.260 0 0 1,26 1,260 ]
U.S. goverrment agencles €486 15 0 6,501 275 6226
Foreigri g6+ crmernt Lone's 1608 32 (1 1629 G 1,629
Municipal securities 4775 19 0 1,794 0 1,794
Corporate gem securtes €073 187 (98) 8112 0 B.112
Agency resdentlal mortgage:backed securities €355 147 -~ {5} 6,501 0 6,501
24540 w0 (1Y 24,85 2069 22,757
Total . Sg‘i 57 $583 $§1 14) $44,626 - $95983 $34,643
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As of December 31, 2012

Grass Gross Cash and
Adjusted Unrealized Unreallzed Fair Cash  Marketabiz
Cost Galns Losses Value Equivalents Securities
casn $ 8056 ¥y 0 $0 § 3066 $ 8,066 $ G
Level 1:
Money mar-et and ouer funds 5221 0 0 522, 5221 "0
U.5. goverrment notes 10,853 77 () 10,922 0 10,929
Mzrkeiable equity szunties 12 88 0 193 0 100
. ' 16,086 - 165 (1) 16,250 5221 11,029
Level 2 )
Time depasits 384 0 0 934 562 422
Money marke: ard other funds'* 329 0 a 920 92¢ 0
U.S. government agencles 1882 20 0 1,902 0 1,902
Foreign gon armment bonds 1,996 81 (3 2074 0 2,0:4
Municipal securities 2,249 23 {6 2,266 0 2,266
Corporae debt satunities 720 44 (14 7,600 | 7400
Agency residential mertgage-backed securitles 7,039 136 (6 7,169 0 7,169
Asset-hadied sacunties 847 i 0 B48 1] 348
— _ 23126 £75 (29) 23,772 1491 22,281
Total $47.278 £840 ] y45,088 $14778 $33,310

{1) The balances at December 31, 2011 ang December 31, 2012 were cash collateral receved in connection with our securities lending
program, which was invested [n reverse repurchase agreements maturing within three months. See below for further discussion on this
program,

We determine realized gains or losses on the sale of marketable securitles on a specific identification method. We recognized gross
realized ga'ns of $381 million and $383 million for the yeass ended Decemnber 31, 2011 and December 31, 2012. We recognized
gross realized losses of $127 millicn and $101 million for the years ended December 31, 2011 and December 31, 2012, In 2011,
we also recorded an other-than-temporary Impairment charge of $88 million related to our investment in Clearwire Corporation.
We reflect these gains and losses as a component of interest and other income, net, in our accompanying Consolidated Statements
of Income,

The follewing table summarizes the estimated fair value cf our investments in marketable securities, excluding marketable equity
securlties, designated as avallable-for-sale and classified by the contractual maturity date of the securities {in millions):

Asof

December 31, 2012

Duen | year $ 478

Due In 1 year through 5 years 12,310

Due i 5 yaars thiough 10 vears 7,286
Due after 10 years 8896
&l - - - — M

The folicwing tables present gross unrealized losses and fair values for those investments that were in an unrealized loss pasition
as of December 31, 2011 and December 31, 2012, aggregated by investment category and the length of time that Individual
securities have been in a continuous oss position {in millions): '

As of December 31, 2011
Less than 12 Months 12 Manths or Greater Total
Falr Value Unreallzed Loss Falr Value Unreallzed Loss FalrValue Unrealized Loss

Coreign govainmen: bonds + 302 $ (1 %A 30 3 308 $ (o
Corperate debt securlties 2,180 (97) 17 nm - Ay [98)
Agency restdentsar

mertgage-taded secliifies 16 [&)] 19 (2 /35 5]

Total . . $3178 $(111) : §42 $(3) $_3‘220 : $i114)
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As of December 31, 2012
Less than 12 Months 12 Manths or Greater Total
Fair Value Unrealized Loss Falr Value Unrealized Loss Fair Valug Unreallzed Loss

S government nates 5 S4Z 4 ) $ C $0 : $ 842 4 T)—
Forelgn government boncs 509 2 12 ) 521 {3)
Humsipal cecuniias B84 (€, 9 0 05 {0}
Corperate debt securitles 820 (1c 81 {4) 901 (14}
Agenry res dential ‘
morteage-13ched serurities 1300 i€} 0 0 3300 (6)

Totzt $4,157 $(25) $102_ - $(5 $4,259 . ${30)
S ities Lending Pri

From time to time, we enter into securities lending agreements with financial institutions to enhance investment Income, We loan
selected securities which are secured by collateral in the form of cash or securities. Cash collateral is invested In reverse repurchase
agreemen:s, We classify loaned securities as cash eguivalents or marketable securities on the accompanying Consolidated Balance
Sheets. we record the cash collaterai as an asset with a corresponding llability. We classify reverse repurchase agreements
maturing within three months as cash equivalents and those longer than three months as receivable under reverse repurchase
agreements on the accompanying Consolidated Balance Sheets. For lending agreements collateralized by securitles, we do not
record an asset or liability as we are not permitted o sell or repledge the assocdlated collateral.

Derivative Financial Instruments

We enter into foreign currency contracts with financial institutions to reduce the risk that our cash fiows and earnings wili be
adversely affected by forelgn currency exchange rate fiuctuations. We use certaln interest rate derivative contracts to hedge
interest rate exposures on our fixed income securities and our anticipated debt issuance. Our program is not designated for
tradirg or speculative purposes,

We enter \nto master netting arrangements, which reduce credit risk by permitting net settiement of transactions with the same
company. To further reduce credit risk, we enter Into ccllateral securlty arrangements that provide for collaterat to be received
when the net fair value of certain financial instruments fluctuates from contractually establishéd thresholds. We present our
derivative assats and derivative liabilities at their gross fair values, At Decernber 31, 2011 and December 31, 2012, we recelved
casr collateral related to the derivative instruments uncer-our collateral security arrangements of $113 million and $43 million,
which are recorded as accrued expenses and other current, liabllitles In the accompanying Consolidated Balance Sheets.

We racognize derivative instruments as either assets o- liabilities or: the accompanying Consolidated Balance Sheets at falr
value, We record changes in the falr value (i.e., gains or icsses) of the derivatives in the accompanying Consclidated Statements
of Income as Interest and other income, net, as part of revenues, or to accumulated other comprehensive income (AOC)) in the
accomparying Consolidated Balance Sheets.

Cash Flow Hedges
We use options designated as cash flow hedges to hedge certain forecasted revenue transactions denominated In currencies other

than the L.S. dollar. The notional principal of these contracts was approximately $6.5 billion and $9.5 biliion-as of December 31,
2011 and December 31, 2012. These foreign exchange contracts have maturities of 36 months or less,

During the second quarter of 2012, we began to hedge the variability of forecasted interest payments on an anticpated debt
issuance using forward-starting interest swaps. The total notional amount of these forward-starting interest swaps was $1.0 billion
as of December 31, 2012 with terms calling for-us to receive interest at a varlable rate and to pay interest at a fixed rate. These
forwerd-starting interest swaps effectively fix the benchmark interest rate on an anticipated debt issuance of $1.0 billian [n 2014,
and they will be terminated upon issuance of the debt.

We iritially report any galn or 1oss on the effective portion.of a cash flow hedge as a component of AOCI and subseguently reciassify
to revenues or interest expense when the hedged transactions are recorded. If the hedged transactions become probabie of
not cZcurring, the corresponding amounts in AOT would be reclassified to interest and other Income, net, Further, we exclude
the change in the time value of the opticns fram our assessment of hedge effectiveness, We record the premium paid or time
value of an option on the date of purchase as an asset. Thereafter, we recognize any change to this time value in interest and
other Incorme, net.

As of December 31, 2012, the effective partion of our cash flow hedges before tax effect- was $11 mitlion, $10 miflion of which is
expected tc be reclassified from AQCI to revenues withir the next 12 months. :
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Eair Value Hedges

We use forward contracts designated as fair value hedges to hedge foreign currency risks for our investments denominated In
currencies other than the U.S, dollar. Gains and losses on these cantracis are recognized in interest and other Incorne, net, along
with the offsetting losses and galns of the related hedged lterrs. We exclude changes [n the time value for forward contracts from

the assessment of hedge effectiveness and recognize them in interest and other income, net, The notional principal of these
gontracts was $1.0 billion and $1.1 billion as of December 31, 2011 and December 31, 2012, '

other Derivati

Other derivatives not designated as hedging Instrurments censist of forward and option contracts that we use to hedge intercompany
transactiors and other monetary assets or liabllitles dencminated In currencies ather than the local currency of a subsidiary. We
recognize gains and losses on these contracts as well as the related costs in interest and other income, net, along with the gains
and lesses of the related hedged items. The notional prindpal of foreign exchange contracts ocutstanding was $3.7 tillion and
$6.6 billion at Decernber 31, 2011 and Decemnber 31, 2012,

We also use exchange-traded Interest rate futures contracts and “To Be Announced® (TBA) forward purchase commitments of
mortgage-nacked assets to hedge interest rate'risks on certain fixed income securities. The TBA contracts meet the definition
of derivative instruments in cases where physicat delivery of the assets is not taken at the earliest available dellvery date, Our
interest rate futures and TBA contracts (together interest rzte contracts) are not designated as hedging instruments. We recognize
gains and losses on these contracts as well as the related costs in interest and other Income, net. The gains and losses are
generally economically offset by unrealized gains and losses in the underlying available-for-sale securities, which are recorded as
a cornponent of AQCH until the securities are sold or other-than-temporarlly Impaired, at which time the amounts are moved from
AQC! into interest and other Income, net. The total noticnal"amounts of interest rate contracts outstanding were $100 million
and $25 mlion at December 37, 2011 and December, 37,2012,

The fair values of our outstanding derivative instruments were as follows {in millions):

As of Decembar 31, 2011

Fair Value Falr Value
of Derivatives of Derlvatives
Desighatedas  Not Designated as Total
Balance Sheet Locatlon Hedgling Instruments Hedging Instruments Falr Value
Dervative Assets
Level 2:
Foraien evymignga conads  Prepeid 1evenls share, exprnszs and
___ tther ascets, current and non-ca rent $333 $ 4 $337
Derivative Liabliitles: e - .
Lewvel 2
Foreign exchange contracts ~ Accrued expenses and other
) ' current llabllitlies : $§ 5 $1 $ 6
i == - e LA
As of December 31, 2012
-Fair Value Falr Value
of Derlvatives of Derlvatives
Designatedas  Not Designated as Total
Balance Sheet Location Hedging Instruments Hedging Instruments Falr Value
Derlvative Assets
Level 2:
Foren exchange LONracks  Prepaid revenue share, expanses end
other assets, current and ncn-aurent %164 £13 $177
Interest rate contracts Prepald revenue share, expenses and
other assets, current and non-current 1 0 1
Total __ _§165 $13 $178
Derivative Llabilltles:
Level 2
Foreign exchznge contracts ~ Accrued expenses and other
current liabilitles $ 3 $ 4 $ 7
L — — ——————— ]
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The effect of derivative instruments in cash flow hedging relationships on income and other comprehensive income Is summarlzed
below (in millions): :

Galns Recognized {n OCl on Derivatives Before Tax Effect

({Effective Portlon)
Derlvatives In Cash Flow Year Ended December 31,
Hedging Relationship 2010 2011 012
Fraign exchiange coitrac s : %331 $54 $73
intgrest rate contracts . 0 0 1
Tatal $331 $5q $7a

Gains Reclassified from AOCI into Income

{Effective Portion)
Derivatives in Cash Fiow Year Ended December 31,
Hedging Relationship Location 2010 2011 2012
Folgimiy excharige conuras s . Rewnues $203_ 43 $217

Losses Recognized in Income on Derlvatives
{Amount Exciuded from Effectiveness Testing and

. Inaffective Portion)"
Derivatives in Cash Flow Year Ended December 31,
Hedging Relatlonship Location 2010 2011 2012
Graien & Shiznge Conracts Intetes: 4nd oth= ncore net $320) £(323; ' $1447

{1) Gains (‘nsses} related to the Ineffective portion of the hedges were not material In all perfods presented.

The effect of derivative instruments in fair value hedglng relationships on Income is summarized below (in millions);

Gains {Losses) Recognized In Inceme on Derivativest®

Derlvatives in Fair Value . Year Ended December 31,

Hedging Relationship - Location 2010 __2011 012
Fon egr axFi2nge contracs Ineres, and other meome, new 35 $2) $031)
Hedged item Interest and other Income, net 29 112y 23

Total - !’6! sgm % @8)

_———rr
{2) Losses related to the amount excluded from effectiveness jesting of the hedges were $6 million, $14 million, and $8 million for the vears
ended December 31, 2010, December 31, 2011, and December 31, 2012.

The effect of derivative Instruments not designated as hadg]né instruments on Income s summarized below {in millions); -
Gains {Losses} Recognized in Income on Derivatives

Derivatives Not Designated Year Ended December 31,

As Hedging instruments Location 2010 2011 2012
Foregn exchange rontracs Interest and othe " ncome, net $140) £29 S{6N
fnterest rate contracts Interest and other income, net 0 (19) {6)

Toca s540'£ $ 10 1-231

NOTE4.  Debt

Short-Term Debt

We have a debt financing program of up to $3.0 billion through the issuance of commercial paper. Net proceeds from this
program are used for general corporate purposes. At December 31, 2011 and December 31, 2012, we had $750 million and
$2.5 Gillion of outstanding commerclal paper recorded as short-term debt with weighted-average interest rates of 0.1% and
0.2%. In conjunction with this program, we have a $3.0 billlan revalving credit facility expiring In July 2016. The interest rate for
the credit facility is determined based on a formula using certain market rates. At December 31, 2011 and December 31, 2012,
we were in compliance with the financial covenant in the credit facility, and no amounts were outstanding under the credit facility
at December 31, 2011 and December 31, 2012. ’

Additional'y, as 'of December 31, 2011, we had a $468 mil on secured promissory note outstanding recorded as short-term debt,
with an interest rate of 1.0% that matured and was pald in Decernber 2012,

The estimated falr value of the short-term debt approximated its carrying vaiue at December 31, 201 ' and December 31, 2012,
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Long-Term Debt

In May 2011, we issued $3.0 billion of unsecured senior nates in three tranches as described in the table below (collectively, the
Notes; (in millions):

Outstanding Outstanding

' Balance as of " Balance as of

Years ending December 31, 2011 December 31, 2012
| 25% Nates due on May 19 2014 $1.0L0 $1,000

2.125% Notes due on May.19, 2016 1,600 1,000
3 625% Netes dus on Mgy 19, 2021 10099 1,000
Unamartized discount for the Notes above (14) (12)
Total $2986 52,388

The effective Interest yields of the 2014, 2016, and 2021 Notes were 1.258%, 2.241%, and 3.734%, respectively, Interast on the
Notes is payabie sem{-annually I arrears on May 19 anc November 19 of each year, We may redeem the Notes at any time in
whale or from ime to time in part at specified redemption prices. We are not subject to any financial covenants under the Notes.
We used the net proceeds from the issuance of the Notes for general corporate purposes. The total estimated fair value of the
Notes was approximately $3.2 billion at December 31, 2011 and December 31, 2012. The fair value of the Notes was determined
based on cbservable market prices of identical instruments in markets that are not active and was categorized accordingly as

Level 2 in the fair value hierarchy.

At December 31, 2012, future principal payments for the Notes were as follows (in miilions):

Years ending
3 £ 0
2014 1,000
2015 0
2016 1,000
1Freragttear 1,000
Total — $3,00q
NOTES5.  Balance Sheet Components
Inventorles
Inventories consisted of the following (in millions):
. Asof Asof
December31, December 31,
201 2012
Raw anatevizle and workin process $0 $77
Finlshed goads 35 428
Irventa: 182 $35 $505
Property and Equipment
Property a1d-equipment conslsted of the following (in millions):
As of . Asof
December31, Decamber 31,
2011 2012
infarmation e hnology ussets % HOEG 5 7717
Land &nd buildings 5228 6,257
Zonetruction 1N DIOress 2128 2,240
Leasehold improvements 919 1,409
Fufiture end r¥res 65 74
Total : 14400 17,697
Lecs zccurrtized deorecieudn and ariortracon 47497 - 5343
ngeg ard eguigment, net § 9.603

A $11,854
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Accumulated Other Comprehenisive Income
The components of accumulated other comprehensive incorme were as follows {in millions):

As of As of
December 31, Decemnber 31,
, 2011 w12
Foreir turr ency oransichon adiusimen. ’ $(14e) $ 7
Net unreal zed gains on available-for-sale invastments, net of tzxes 327 " 604
Unrealizen gairs on cxch fow hadpes, net of waxes 87 7
Accumtilatad other comgrehens‘rve incorme - . $ 276 $ 538
—“___

NOTE6.  Acquisitions

On May 22, 2012, we completed our acquisition of Motorola, a provider of Innovative technologles, products and services that
enabie a range of mobile and wireline digital communication, informatlon and entertainment experlences. The acquisition Is
expected *o protect and advance our Android ecosyster: and enhance competition in mobile computing. Under the transactior,
we acquired all outstanding common shares of Motorola for $40 per share and all vested Motorola stock options and restricted
stock units, for a total purchase price of approximately $12.4 bllllon in cash. in addition, we assumed $401 million of unvested
Motorola stock options and restricted stock units, which wll be recorded as stock-based compensation expense over the remaining
service periods. Transactfon costs were approximately $50 million, which were recorded as general and administrative expense
as incurred.

The fair varue of assets acquired and liabilities assumed was based upon a preliminary valuation and our estimates and assumptions
are subject to change within the measurement perlod. The primary areas of the purchase price that are not yet finalized are
related to certain legal matters, income taxes, and residual gaodwili, Of the $12.4 billion total purchase price, $2.9 biflion was
cash acquired, $5.5 billion was attributed to patents and developed technology, $2.5 bllllon to goodwill, $0.7 billion to customer
relationsh ps, and $0.8 billion to other net assets acquired, o

The goodvrll of $2.5 billion is primarily attribyuted to the smergies expected to arlse after the acquisitior. Goodwill is not expected
to be deductible for tax purposes.

Supplemental information on an unaudited pro forma basis, as If the Motorola acquisition had been consummated on January 1,
2011, is presented as follows (in millions, except per share amounts).

Year Ended December 31,
: . 2011 2012
Revanue’ $47254 $53,656
Netincema $ 8792 $10,583
. _Net incoma per share of Clasa A ghid (25 B common stosk—dmced $ 653 4 3182

(1) Excludes Home.

These pre forma results are based on estimates and assumptions, which we believe are reasonable. They are not necessarily
Indicative of our cansolidated results of operations In fuiure periods or the results that actually would have been realized had
we been a combined company during the periods presented. The pro forma results Include adjustments primarily related to
amortization of acquired intangible assets, severance and benefit arrangemnents In connectlon with the acquisition, and stock-
based compensation expenses for assumed unvested stock options and restricted stock units. .

During the year ended December 31, 2012, we completed 52 other acquisitions and purchases of intangible assets for a total
cash consideration of approximately $1,171 million, of which $733 million was attributed to goodwill, $462 million to acquired
intangible assets, and $24 million to net liabillties assumed. These acquisitions generaily enhance the breadth and depth of our
expertise 1 engineering and other functional areas, our technologies, and our product offerings. The amount of goodwill expected
to be deductible for tax purpcses Is approximately $29 million,

Pro forma results of operations for these acquisitions have not been presented because they are not material to the consgiidated
resulis of operations, either individually or In the aggregate.

For &ll acqusitions completed during the year ended Dacember 31, 2012, patents and developed technology have a welghted-
average useful life of 8.9 years, customer relationships 1ave a weighted-average useful life of 7.4 years and trade names and
other have & weighted-average useful life of 9.0 years.

GOOGLEINC. | Form 16-K 63



PART I

ITEM €, Notes to Consclidated Financial Statements 282

NOTEZ7.  Goodwill and Other Intangible Assets

tJ <m Contents mp

The changas in the carrying amount of goodwill for the yzar ended December 31, 2012 were as follows {in millions};

Bolenie as of Decemper 31, 201 | % 7,346
Goodwili acquired 3,230
Guodwill adtustment el

Balance as of December 31 . 2012 $10,537

Amounts of gaodwill allocated to the Mobile and Home segments were not material. See Note 15 for further discussion of segment
information.

Information regarding our acquisition-ralated intangible assets is as follows (in millions):

) As of December 31, 2011
GrossCarrying  Accumulated  Net Carrying

Amount _ Amartization Amount

Pawents and developed rechnology $1431 $ 6598 $ 753

Customer relatlonships ’ 1,288 573 715

Trade names and odes 358 249 110

Total ) . $3!098 $1,520 $1,578
As of December 31, 2012

GrossCarrylng  Accumulated  NetCarrying

. Amaunt  Amortization . Value

Patents =nd developed v hoalogy $7310 1,33 $5,987

Customer retationships 2,061 847 1,214

Tizde names and ouhe 576 204 272

Total . $9,947 32,474 $7,473

Patents and developed technology, customer relationships, and trade names and other have weighted-average useful lives from the
date of purchase of 8.1 years, 6.6 years, and 5.8 years, Amortization expense of acquisition-re'ated intangible assets for the years
ended December 31, 2010, 2011, and 2012 was $314 million, $441 million, and $884 millicn, For the year ended December 31,
2012, net 1ass from discontinued operatlons included $70 miliion of amortization expense related to Home intangible assets.

As of December 31, 2012, expected amortization expense for acquisitlon-related intangible assets for each of the next five years
and thereafter was as follows (in miliions):

2013 $1188
2014 1,115
2015 956
2016 879
27 821
Thereafter 2514
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NOTE8.  Discontinued Operations

in December 2012, we entered into an agreement with Arris Group, Inc. and certain other persons providing for the disposition of
the Motorofa Home business for tota! consideration of agpproximately $2.35 billion in cash and common stock, subject to certain
adjustments. The transaction is expected to close in 2073, Financial resuits of the Motorola Home business are presented as net
loss from discontinued operations on the Consolidated S'atements of Income.

The following table presents financial results of the Motcro'a Home business for the period from May 22, 2012 to December 31,
2012 (in milions): i

Ravanues ) 2028
Loss from discentinued operations before income taxes " (22
Provision for Imwome Lases (29)
Net [css from discontinued operations i : $_(51)

NOTE9. Restructuring Charges

Subsequent to our acquisition of Motorola in May 2012 we Initiated a restructuring plan primarily In our Moblle segment to
reduce workforce, reorganize management structure, close, consclidate and dispose certain facllities, as well as simplify our
mabile preduct pertfollo. These changes are designed tc return Motorola's Moblle segment to profitability, For the year ended
December 31, 2012, activities related to restructuring charges were summarized as below {(In millions):

Severance . Other
and Related Charges Total
Balance as o7 December 31 2011 $ 0 $0 $ ©
Charges™ ’ 572 59 631
Lash payrents ' 1189) i8) 1197
Noti-cash lems® (145) S )] _ . (181)
Balance as of Dacemoer 31, 20172 y 739 415 $ 252

_ e = e Y
{1) iIncludes restructuring charges related to Home of $55 million.

(2) Non-cash items were primarily reiated to RSUs, stock-opticrs and asset Impaiments,

For the year ended December 31, 2012, restructuring charges were included In costs and expenses as follows (in millions):
Year Ended December 31, 2012

Severance Qther
and Related Charges . Tatal
Cost of resenuias—Mocorala MoLile $ B3 t4 $129
Research end development 155 5 200
“ sles and marketing .22 B - 138
CGeneral and administrative 114 .2 116
Towl charges $520 $56 $576

—_—— e e——

Restructuring charges related to Home of $55 million were included in net loss from discontinued operations in the Consolidated
Statements of Income.

We continue to evaluate our plans and further restructuring actlons may occur which may cause Us to Incur additional restructuring
charges, some of which may be significant.
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NOTE 10. Interest and Other Income, Net

The compenents of interest and other income, net were s follows (in millions):
Year Ended December 31,

: 2010 2011 2012
Interast mcome § 579 $0.2 $ 713
Interest expense (=) (58) (84
Realized gans on «vallable-tor-sale imvestments, net 185 754 485
Impairment of equity Inves:ments 0 {110) 0
Feresgn cLurency eschienge losses {355) {379) {531}
Gain on divestiture of business 0 0 188
Ocher 11 RS 58

Interest and other incoime, net $ 415 $ 584 $ 626

NOTE11. Commitments and Contingencies

Operating Leases

We have entered into various non-cancelable operating lease agreements for certain of our offices, land, and data centers
throughout the wor!d with original lease periods expiring primarily between 2013.and 2063. We are committed to pay a portion
of the actual operating expenses under certain of these lease agreements. These operating expenses are not included in the
table below. Certain of these arrangements have free or escalating rent payment provisions. We recognlze rent expense tnder
such arrangements on a straight-line basis.

At December 31, 2012, future minimum payments under non-cancelable operating leases, net of sublease income amounts, were
as follows over each of the next five years and thereafter {in millions):

Operating Sub-lease  Net Operating

Leases Income Leases
M3 y 492 53 $ 456
2014 475 22 453
2ms 434 17 a7
2016 374 12 362
Ll 33 7 426
Thereafter . 1,596 1 1,595
Tote]l mirerem payments $3,704 %85 1369
[——— ———S S —— —_—

Certain leases have adjustmerts for market provisions. Amcunts in the above table represent our best estimates of futura payments
to be made under these leases, (n additlon, the above tab'2 does not include future rental Income of $649 million related to the
leases that we assumed in connection with our building purchases. Rent expense under operating leases, including co-location
arrangements, was $293 million, $380 milllon, and $448 million in 2010, 2011, and 2012.

Purchase Obligations

At December 31, 2012, we had $2.1 billion of other non-cancelable contractual obligations, primarlly related to certain of our
distribution arrangements, video and other content licensing revenue sharing arrangements, as well as data center operations
and facility build-outs.

Letters of Credit
At December 31, 2012, we had unused letters of credit for $89 million, of which $45 miliion related to our Mobile segment.

Indemnifications

In the normal course of business to facilitate transactions In our services and products, we indemnify certain parties, inciuding
advertisers. Google Network Members, and lessors with resaect to certain matters. We have agreed to hold certain partles harmiess
against losses arising from a breach of representations or covenants, ar out of intellectual property infringement or other claims
made against certain parties. Several of these agreements limit the time within which an indemnification ¢lalm can be made and
the amourt of the claim. in addltion, we have entered into indemnification agreements with our officers and directors, and our
bylaws contain similar indemnification obligations to cur zgents,
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It is rot possible to make a reasonable estimate of the maximum potential amount under these indemnification agreements

due to the unlque facts and circumstances involved In each particular agreement, Additionally, we have a limited history of prior

Indemnification claims and the payments we have made under such agreements have not had a material adverse effect on

our results of operatlons, cash flows, or financlal position. However, to the extent that valid indemnification daims arise in the

future, future payments by us could be significant and could have a material adverse effect on our results of operations or cash

flows In a particular period. As of December 31, 2012, we:did nat have any material indemnification claims that were probabie
- or reasonably possible.

Legal Matters
ity i n:

In Jurie 2011, we received a Civil Investigative Demand (CID) from the U.S. Federal Trade Commission's (FTC) Bureau of Competition
and & subooena from the FTC's Bureau of Consumer Protection relating to a review by the FTC of our business practices, including
sedrch and advertising, In June 2012, we also recelved a {ID and a subpoena duces tecum from the FTC's Bureau of Competition
seeking documents and information broadly related to Motorola's licensing practices for standards-essential patents and use of
standards-essential patents In litigation. In January 203, the FTC closed Its investigations into our business practices, including
search ard advertising. in connection with the closing cf the investigation, we have voluntarlly agreed to make certain product

changes. ~ addition, we and Motorola have entered intc a consent order with the FTC setting forth certain guidelines an our use
of stenda-ds-essential patents in litigation,

State attornieys general from the states of Texas, Ohio, and Mississippi have issued similar CIDs relating to our business practices,
We are ccoperating with the state attorneys general and are responding to thelr information requests on an ongolng basis.

The European Commission’s (EC) Directorate General for Competition has also opened an Investigation into various antitrust-related
carnplaints against us. Since February 2010, we have recaived a number of natifications from the EC about antitrust complalnts
filed against us. On November 30, 2010, the EC formally opened proceedings against us. We belleve we have adequately responded
to all of the allegations made against us. We continue t» cooperate with the EC and are pursuing a potential resolution that
would avoid a finding of Infringement and a fine. The EC has also opened an Investigation inte Motorola's licensing practices for
stancards-essential patents and use of standards-essential patents in lltigation on the basis of complaints rought by Microsoft
and Apple. We are cooperating with the EC and responding to the information requests on ar ongoing basls.

The Comision Nacional de Defensa de la Competencia in Argenting, the Campetition Commission of India, and the Korea Fair
Trade Commisslor In South Korea have also opened investigations into certain business practices.

EPA .
In Februay 2009, we learned of a U.S. Environmenta] Protection Agency (EPA} investigation into an alleged release of refrigerant

at ore of our smaller data center facilittes, which we acquired from DoubleClick, and the accuracy of related statements and
records. We are coaperating with the EPA and have pravded documents and other materia's,

We have had patent, copyright, and trademark Infringement lawsuits flled against us claiming that certain of our products, services,
and techralogies, including Android, Google Search, Google AdWords, Google AdSense, Google Books, Google News, Google
Image Search, Google Chrome, Google Talk, Google Voice Motoro'a devices and YouTube, infringe the Intellectual property rights
of others. Adverse results in these lawsuits may include awards of substantial monetary damages, costly royalty or licensing
agreemerits, or orders preventing us from offering centaln features, functionalities, products, or services, and may also cause us
to change our business practices, and require development of non-infringing products or technologles, which could result In a loss
of revenues for us and otherwise harm our business. In additlon, the U.S. International Trade Commission {ITC) has increasingly
beccme an Important forum to litigate Intellectual property disputes because an ultimate loss for a company or Its suppllers in
an ITC act'on could result In a prohibition on importing infringing products into the U.5, Since the U.S. is an important market, a
prohibition on importation could have an adverse effect on us, including preventing us from importing many important praducts
into the U.S. or necessitating workarounds that may limit certain features of our products.

Furthermore, many of our agreements with our customers and partners require us to indemnify them for certaln intellectual
progerty ifringement clalms against them, which would increase our costs as a resuit of defending such claims, and may require
thatwe pay significant damages if there were an adverse -uling in any such claims. Our customers and partners may discontinue
the use of our products, services, and technologles, as a esult of injunctions or otherwise, which could result in loss of revenues
and adversely impact our business,

In December 2012, we announced that Motorola Mobility had entered into an agreement with Arris Group, Inc. and certain other
persans providing for the disposition of Motorola's Home ausiness for total conslderation of approximately $2.35 blllion, subject ta
certain ad ustments, Under the agreement, we have agreed to indemnify Arris Group for potential liability from certain intellectual
property “fringement litigation, including, ameng others, a patent Infringement claim brought by TiVo relating to certaln digital
video recording equipment sold by Motorola Mobility.

GOOGLEINC.  Form10-K 67



PART Ii (J <= Contents mp
ITEM 8. Notes to Consolidated Financia! Statements 206

Qther

We are also regularly subject to claims, suits, government investigations, and other proceedings involving competition and
antitrust {such as the pending investigations by the FTC and the EC described above), intellectual property, privacy, tax, labor
and employment, commercial disputes, content generate: by our users, goods and services offered by advertisers or publishers
using our platforms, personal injury, consumer protection. and other matters. Such clalms, suits, government investigations, and
other proczedings could result in fines, civil or criminal penalties, ar ather adverse consequences.

Certain of our outstanding legal matters include speculz:ve claims for substantial or indeterminate amounts of damages. We
record a liabllity when we believe that it is both probaki2 that a loss has been incurred, and the amount can be reasorably
estimated. We evaluate, on a monthly basis, developmens in our legal matters that could affect the amount of llabllity that has
been previously accrued, and make adjustments as appropriate. Significanit judgment is required to determine both tkelihood of
there being and the estimated amount of a loss related tc such matters. :

With respect to our outstanding legal matters, based on our current knowledge, we believe that the amount or range of reasonably
possitle loss wilt not, either Individually or In the aggregate, have a material adverse effect on our business, consolidated financial
position, results of operations, or cash flows, However, the outcome of such legal matters is Inherently unpredictable and sublect
to significant uncertainties.

We expense legal fees in the period in which they are incurred.

Income Taxes

We are urder audit by the Internal Revenue Service (IRS} and various other tax authorities. We have reserved for potential
adjustments to aur provision for income taxes that may result from examinations by, ar any negotiated agreements with, these
tax authorities, and we believe that the final cutcome of these examinations or agreements will not have a material effect on our
results of operations. If events occur which indicate paymant of these amounts is unnecessary, the reversal of the liabiiities would
result in the recognition of tax benefits in the period we datermine tne liabilities are no longer necessary. If our estimates of the
federal, state, and foreign income tax ifabllities are less than the ultimate assessment, a further charge to expense would result.

NOTE12. Stockholders’ Equity

Convertible Preferred Stock

Our board of directors has authorized 100,000,000 shares of convertible preferred stock, $0.001 par value, issuable in series. At
December 31, 2011 and 2012, there were no shares issued or outstanding.

Class A and Class B Common Stock

Our toarc of directors has authorized two classes of conmon stock, Class A and Class B. At December 31, 2012, there were
9,000,000,000 and 3,000,000,00¢C shares authorized and there were 267,448,281 and 62,530,474 shares outstanding of Class A
and Class B common stock, $0.001 par value, The rights of the holders of Class A and Class B common stock are identical, except
with respect to voting, Each share of Class A cornmon stock is entitled to one vote per share. Each share of Class B common stock
is entitled o 10 votes per share. Shares of Class B commgen stock may be converted at any time at the optlon of the stockholder
and automatically corvert upon sale or transfer to Class A common stock. We refer to Class A and Class B common stock as
commoen stock throughout the notes to these financial statements, unless otherwise noted,

Stock Dividend

in April 2012, our board of directors approved amendments to our certificate of Incorporation that would, amaong other things,
create a new class of non-voting capital stock (Class C capltal stock), The amendments authorized 3 billlen shares of Class C capital
stack and also increased the authorized shares of Class A commoen stock from 6 billion to 9 billion. The amendments are reflected In
our Fourth Amended and Restated Certificate of incorporation (New Charter), the adoption of which was approved by stockholders
at our 2012 Annual Meeting of Stockholders held on June 21, 201 2, We have announced the intention of aur board of directors
to conslder a distribution of shares of the Class C capital siock as a dividend to our holders of Class A and Class B common stock
{Dividend). The Class C capital stock will have no voting rights, except as required by applicable law. Except as‘expressly provided
in the New Charter, shares of Class C capital stock will have the same rights and privileges and rank equally, share ratably and be
identical in all other respects to the shares of Class A common stock and Cass B commaon stock as to all matters, '

The par va ue per share of our shares of Class A common stock and Class B comman stack will remain unchanged at $0.001 per
share after the Dividend. On the effective daté of the Dividend, there will be a transfer between retained earnings and common
stock and the amount transferred will be equal to the $0.007 par value of the Class C capital stock that is issued. We will give
retroactive effect to prior period share and per share amounts In our consolidated financial statements for the effect of the
Dividend, such that prier periods are comparable to current period presentation.
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Stock Plans

Wa maintain the 1958 Stock Plan, the 2000 Stock Plan, the 2003 Stock Plan, the 2003 Stock Plan (No. 2), the 2003 Stock Plan
{No. 3), the 2004 Stock Plan, and pians assumed through acquisitions, all of which are collectively referred to as the "Stock Plans.”
Under our Stack Plans, incentive and non-gualified stock options or rights to purchase common stock may be granted to eligible
particlpan:s. Options are generally granted for a term of 10 years. Under the Stock Plans, we have also issued RSUs. An RSU award
15 an agreement to issue shares of our stock at the time the award vests. Except for options granted pursuant to our stock option
exchange program completed in March 2009 (the Exchznge), options granted and R5Us issued to participants under the Stock
Plans generally vest over four years contingent upon employment or service with us on the vesting date,

At December 31, 2011 and December 31, 2012, there viere 21,794,492 and 15, 833,050 shares of common stock reserved for
future issance under our Stock Plans.

We estimated the fair value of each option award on the date of grant using the BSM option pricing model. Our assumptions
about stock-price volatility have been based exciusively ¢n the implied voiatilities of publidy traded options to buy our stock with
contractual terms closest to the expected life of options granted to.our employees. We estimate the expected term based upen
the historical exercise behavior of our employees. The risk-free Interest rate for periods within the contractual life of the award
is based cn the U.S. Treasury yield curve in effect at the time of grant.

The following table presents the weighted-average assumptions used to estimate the falr valties of the stock options granted in
the periocss presented:

Year Ended December 31,

2010 _201 2012
Risv--free jrterwst rate 1 9% 23% 10%
Expected volatility 35% 33% 29%
Erpected ife (in years) 4 59 L2
Dividend yeld 0 ‘ 0 0
Viwighted-av srage estimaced fair value of ophons granted durirg the veer $218 43 £21007 $194 27

The follov ing table summarizes the activities far our options for the year ended December 31, 2012:

Optlons Outstanding .
Welghted- Welghted-Average ‘Aggregate
Number Average Remalning Contractual Intrinsic Value
of Shares  Exercise Price Term (in years) _{in millions)

Aalant e 2t December 31 201 ag0r 82 - 335792
Granted® 1,392,191 $580.45
£ arased {2402331) 330541
Forfeltec/canceled (238717) $460.45 .

Belanye af Decemnber :-‘-‘lE 2012 8 551,395 $40596 52 $25158
Vested ang exercisable as of December 31, 2012 6,023,559 $351.44 41 $2,059
Vesred ond exarcisable &s of December 71 2012

ond expected tg et theraaite® £215732 $40072 __ &2 $2,06

(1) Thea ggregate Intrinsie value is calculated as the difference between the exercise prica of the underlylng awards and the tlosing stock prlce
of $7C7 3¢ of aur Class A commaon stock on Decembeér 31, 2012,

(2) Includes options granted in connection with the acquisitior of Motorola.
{3) Optlons expected to vest reflect an estimated forfeiture rate.
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The following table summarizes additlonal Information regarding outstanding, exercisable, and exercisable and vested stock
options at Jecember 31, 2012:

. . Optlons Exercisable
QOptlons Outstanding Options Exercisabla and Vested
Welghted-

Average Welghted- Weighted- Welghted-
Range of Number Remalning Average Number Average Number Average.
Exercise Prices of Shares Life (inyears) Exercse Price of Shares  Exerclse Price of Shares  Exercise Price
40 20-3594 80 116,852 17 ) £§37m 116,852 $ U703 113,209 $ 3541
$117.84-%"98.41 248,831 2.0 $178.65 248,831 $178.65 248,831 $178.65
$207 97 -5 .98 46 82 647 21 $275 %4 382552 %3275 51 282,552 $775 41
$300.97-5$399.00 3,998,815 38 $309.39 3,642,248 $309 57 3,642,248 $30957
£401 78-5499 07 953,581 59 5442 95 766,098 $44155 760095 $441 55
$501,27-$595.35 1,803,839 69 $536.31 848,574 $529.82 848,574 $529.82
YEO| 17-$€99 35 1083,126 a9 $620 41 120,757 361476 120757 $614 75
$710.84-5762.5 17,694 9.7 $762.27 1,290 $759.30 1,250 $759.30
3030-$765:5 8!55 1 E39: 52 %305 98 6,027,202 %301 28 6,023 559 J5 1 44

The above tables include approximately 1.6 million warrznts held by selected financial institutions that were options purchased
from employees under our TSO program, with a weighted-average exercise price of $363.66 and a welghted-average remaining
life of 1.3 yzars,

During 2012, the number of shares underlying TSOs sold to selected financial institutions under the TSO program was 1,226,983 at
a total value of $365 million, or an average of $297.28 per share, including an average premium of $9.35 per share, The premium
is calculated as the difference between (a) the sale price afthe TSO and (b) the intrinsic value of the TSO, which we define as the
excess, If any, of the price of our Class A common stock at the time of the sale over the exercise price of the TSO.

The total grant date fair vaiue of stock options vested during 2010, 2011, and 2012 was $630 million, $561 million, and $489 million,
The aggregate intrinsic value of all options and warrants exercised during 2010, 2011, and 2012 was $794 million, $674 million,
and $827 million, These amounts do not include the aggregate sales piice of options sold under our TSO program,

As of December 31, 2012, there was $386 million of unreccgnized compensation cost related to outstanding employee stock options.
This mou it s expected to be recognized over a weightec-average period of 2.2 years, To the extent the actual forfelture rate Is
different from what we have estimated, stock-based compensation related to these awards will be different from our expectations.

The follow™ng table summarizes the activities for our unvested RSUs for the year ended December 31, 2012:
Unvested Restricted Stock Unlts

Welghted-Average

Number Grant-Date

. ‘ of Shares Falr Value

Urwested ¢ Dacember 31, 2011 5822048 $520027
Granted © 5,704,261 §603.57
vosied - (3.824,817) $53015
Forfeited/canceled {647,171} - $543.04
Unvested a. December 31! 2012 1€ 984,327 $566 32
Expected to vest after December 31, 20128 0,547,095 $566.32

{1) Includes RSUs granted in connection with the acqulsition of Motorola,
(2) R5Us expected to vest reflect an estimated forfeiture rate.

As of Decermber 31, 2012, there was $4.8 blillon of unrecognized compensation cost related to unvested employee RSUs. This
amount is expected to be recognized over a weighted-average period of 2.7 years. To the extent the actual forfeiture rate is
different fram what we have estimated, stock-based compensation related to these awards will be different from our expectations.

NOTE13. 401(k) Plans

We have two 401(k) Savings Plans (4C1(k) Plans) that qualiiy as deferred salary arrangements under Section 401(k} of the Internal
Revenue Code. Under these 401(k} Plans, matching contributions are based upon the ameunt of the employees’ centributions subject
to certain imitatlons. We contributed approximately $100 million, $136 million, and $180 million during 2010, 2011, and 2012.
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MNOTE14. Income Taxes

Income from continuing operations before income taxes incuded income from domestic operations of $4,948 million, $4,693 million,
and $5,311 million for 2010, 2011, and 2012, and income from foreign operations of $5,848 million, $7,633 millions, and $8,075 millicn
for 2010, 2011, and 2012. Substantially all of the income from foreign operatlons was earned by an Irish subsidiary,

The provision for income taxes consists of the following {n milllons):

Year Ended December 31,
2010 2011 2012
Cunent
Federal $1,657 $1.724 $2.342
Stae 458 274 Ry
Foreign . 167 248 358
Teal 2,282 3246 2871
Deferred: ' ' ‘
Federal 25) 452 (323}
State 47 (109) (19)
Foraign (3 o 74
Tatal : : 9 343 {273)
Provision fol income taves ) 25291 :g 589 ¥2,598
The recorciliation of federal statutory income tax rate to our effective income tax rate is as foliows {in millions):
Year ended December 31,
. 2010 - 2011 2012
Lxpected piovision 3t voerel statutorn, tur rawe (35%%) $3779 $4314 $ 4685
State taxes, net of federal benefit 322 122 99
Stock-hased L ompensation expenss 75 05 52
Change In valuation allowance (34} 27 1,921
“rurergn race iffarenual (1,769) {1001) 2 200}
Federal research credit {34) [140) 0
Tan e« npt merest {12} {15 0]
Non-deductible legal settlement 0 175 0
Bzsis Jfferena € 0 Investmen® in roire business v 0 (1,3405
Other permanent differences 19 3) 8
provsion far ingome taxes $ 2291 $ 2539 & 2'_5l5“i‘.i

We have not provided L.S. income taxes and foreign withholding taxes on the undistributed earnings of foreign subsidiarles as
of December 31, 2012 because we intend to permarendy reinvest such earnings outside the U.S. If these foreign earnings were
to be repatriated in the future, the related U.5. tax liability may be reduced by any foreign Income taxes previously paid on these
earnings. As of December 31, 201 2, the cumulative amount of earnings upon which U.5. income taxes have not been provided
is approximately $33.3 billion. Determination of the amount of Unrecognized deferred tax liability related to these eamings is
rot practicable.
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Deferred Tax Assets -

Deferred ircome taxes reflect the net effects of temporar: differences between the carrying amounts of assets and liabilities for

financal reporting purposes and the amounts used for income tax purposes. Significant components of our deferred tax assets
and liabilities are as follows {in millions);

As of December 31,
~ 2011 2012
Dererrad wir ussels
Stock-based compensation expense $ 288 $ 311
Siaie taves 138 134
Capital loss carryforward - 285 236
Settlamernit with tha Authors Guild and sAF 35 28
Vacation accruals 52 67
Dafarred rent 43 50
Accruals and reserves not currently deductible 268 688
Acrared net operaung Insses 156 535
Tax credit 55 274.
Ecsis differance In invesument in Home Lusmess 0 2,043
Other _ A 11 128
Total deferradtz asses 1,331 4514
Valuation allowance . (333 {2,629)
~ Totsl deferred uax assets net of vanrston allowarice 998 1,885
Deferred tax llabllitles:
Deprecat.on and arortization (479) (761}
Identifled Intangibles {308) (1,496)
{Inrealized gaine on nvestmeres end othe \90) (105!
Other prepaids ' (7Q) (118)
Cther B 1133
Total deferred tax liabilities ) . {1,070 {2,613
nat deferrad tar llabime. N [ I 2] § 028)

As of December 31, 2012, our federal, state and foreign net operating loss carryforwards for income tax purposes were approximately
$1,048 million, $333 million and $384 miillion. if not utilized, the federal net operating loss carryforwards will begin to expire in 2017
and the state net operating loss carryforwards will begin to expire in 2043, The foreign net operating ioss can be carried forward.
indefinitely, however It is more likely than not that it will not be reallzed, therefore we have recorded a full valuation allowance.

The net operating loss carryforwards are subject to varlcus annual limitations under Section 382 of the Internal Revenue Code
and similar imitations under the tax laws of the foreign ju risdictions. '

As of December 31, 2012, our California research and development credit carryforwards for income tax purposes were
approximately $146 milifon that can be carrled over indefinitely, We believe It is more likely than not that a portion of the state tax
credit will not be realized, Therefore, we have recorded a valuation allowance on thé state tax credit carryforward in the amount
of $130 millicn. We will reassess the valuation allowance quarterly and f future evidence allows for a partial or full release of the
valuation ailowance, a tax benefit will be recarded accordingly.

As of December 31, 2012, our federal and state capital [oss carryforwards for income tax purposes were approximately $483 million
and $612 million, We also have deferred tax assets for imnalrment losses that, If recognized, will be capltal In nature, We believe
that it is more Ukely than not that our deferred tax assets for capital losses and impairment losses will not be realized. Therefore,
we have recorded a valuation allowance on both our federal and state deferred tax assets for these items in the amount of
$205 million. We will reassess the valuation allowance cLarterly and If future evidence allows for a partial or fuil release of the
valuatian allowance, & tax benefit wili be recorded accordingly.,

In December 2012, we entered Intc an agreement with Arris Group Inc. {Arris) for the disposition of the Motorola Home business.
A deferred tax asset was established for the book to tax basls difference in our investment in the Motorola Home Business upon
signing the agreement. When the disposition event actuzlly occurs In the foreseeable future, some or all of the basis difference in
the Home business will become a basis difference in Google's investment In Arris, Since any future losses to be recognized upon
sale of the Home business or Arris Shares will be capital losses and Google already has an excess capital loss carryforward, a full
valuation allowance was recorded against this deferred tax asset. We will reassess the valuatlon allowance quarterly and if future
evidence allows for a-partial or full release of the valuation allowance, a tax benefit will be reccrded accordingly.
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Uncertain Tax Posltions

The following table summarizes the activity related to our gross unrecognized tax benefits from January 1, 2010 to December 31, 2012
{in millions):

Balance as o7)4nuary 1, 2010 : %188
Increases related to prior year tax positions 37
Ducresses related tO Prior year (a4 posions (197)
Decreases related to settlement with tax authoritles 47
Decresses o5 & 1esult of 3 lapse of zpplicable stati_te of imit a0 on
Increases “elated to current year tax positions 256
Safarre 2« of December 31 2010 1140
Increases “elated to prior year tax positions : 77
Dev1ezses raeted (o prior year tax positans ()
Increases "elated to current year tax positions 361
Decreases telated to settlement wWitn tz/ aunho: fes (5)
Balance as of December 31, 2011 ' ) 1,564
Increascs “elaved 0 PHIOr ¥ea *ax positions a3
Decreases related to prior year tax positions - (40)
Drcreases 1elaied 10 settlement with tax authonhes {62)
Increases related to acquisition 17
Increaces ‘elated to current vear tax pnsuions 411
Balance as of December 31, 2012 $1,933

Qur total Jnrecognized tax benefits that, if recognized, vould affect our effective tax rate were $951 mlilion, $1,350 mitiicn, and
$1,749 mllion as of December 31, 2010, 2011, ard 2012,

As of December 31, 2011 and 2012, we had accrued $122 million and $139 million for payment of interest and penalties. Interest
and penaltles Inciuded in our provision for income taxes were not material in alf the periods presented.

We and our subsidiaries are routinely examined by various taxing authorities. Although we file U.S. federa!, U.S. state, and forejgn
tax returns, our two major tax jurisdictions are the U.S. and Ireland. During the three months ended December 31, 2007, the IRS
completed its exarination of our 2003 and 2004 tax yeas. We have filed an appeal with the RS for certain issues reiated to this
audit and settlements were reached in 2012 on all but ane issue which we plan to litigate In court. As a resuit we released the
related reserves in the three month ended December 31, 2012. The IRS is currently In examination of our 2007, 2008, and 2009
tax years, We expect the examination to be completed within the next 12 months, but we do not anticipate any significant impact
to our unrecognized tax beneflt balance as of December 31, 2012, related to our 2007, 2008, and 2009 tax years,

Our 2010, 2011 and 2012 tax years remaln subject to examination by the IRS for U.S. federal tax purposes, and our 2006 through
2012 tax years remain subject to examination by the app-opriate governmental agencies for Irlsh tax purposes. There are various
other ongoing audits ir various other jurisdictions that are not matetial to our financial statements,
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NOTE15. information about Segments and Geographic Areas

Prior to the second quarter of 2012, our chlef operating decision makers (L.e, the chief executive officer and his direct reports)
reviewed financlal Information presented on a consolidated basts, accompanied by disaggregated information about revenues
by geographic reglon for purposes of allocating resources and-evaluating financlal performance. As a result of our Motarola

acquisition In the second quarter of 2012, our chief ope-ating decision makers review financial information for the following
three operating segments:

+ Google—indudes our advertising and other non-advertising businesses

*

Mohile—includes our mobile devices business acquired from Motorola
+ Home—includes our digital set-top box business acquired from Motorola

In December 2012, as a result of an agreement for the disposition of the Home segment, the Home segment is presented as
discontinued operations and therefore Is not included in the segment report.

©ur chief aperating decision makers do not evaluate operating segments using asset information.

The follow'ng table sets forth revenues and operating income (loss) by operating segment (in millions);

Year Ended December 31,
2010 2011 2012
f502gle
Revenues $29.31 $37,905 $ 46,039
lnicorrie from nperatons 1,757 14,216 16,308
Mabile:
Revenues G Q 4,136
Loss from gperations Q 0 (393)

A recenciliation of the total segment income from operations to the consolidated income from operations is as follows (in millions):

Year Ended Decembar 31,
2010 2011 2012
Toii segme N income: fram operaticns 01,757 $1408 $1591%
Unallocated ltems (1,376} (2,474 (3,155}
Consohda.od income from operations $12,381 $11742 ¥ 12,760
L — — s oo |

Unaliocated items, including stock-based compensation expense, restructuring and other charges related to our Moblie segment,
and a charge related to the resolution of a Department of Justice investigation, are not allocated to each segment because we ¢o
not include this information in our measurement of the parformance of our operating segments.

Revenues by geography.are based on the billing addresses of our customers for the Google segment and the ship-to-addresses of
our custorrers for the Mobile segment, The following tables set forth revenues and-long-lived assets by geographic area (in mlliions):

Year Ended December 31,

2010 2011 2012
Re.ent.es B
United States $14,056 $17,560 $23,502
Unived kingdom 3,329 4,057 1872
Rest of the world 11,936 16,288 21,801
Toual 1e3pues £29.321 $37,205 $50.175
As of Dacember 31,
. 2011 - 212 .
Long lved asres™ il
United States $15,963 $20,985
internavonal _ 3853 12 353
Total long lived assets ‘_ ___$19816 $33344
{1) Includes Home segment. T —
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ITEM 9. Changes in and Disagraements With Accountants on
Accounting and Financia! Disclosure
None,

ITEM SA. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Our managernent, with the participation of our chief executive officer and chief financlal officer, evaluated the effectiveness of
our disclosure controls and procedures pursuant to Rule 13a-15 under the Exchange Act, as of the end of the perlod covered
by this Annual Repert on Form 10-K,

Based on this evaluation, our chief executive officer and chief financlal officer concluded that, as of December 31, 2012, our
disclcsure controls and procedures are designed at a reascnable assurance level and are effective to provide reasonable assurance
that information we are required to disclose in reports that we file or submit under the Exchange Act Is recorded, processed,
summarized, and reported within the time periods specified In the SEC's rules and forms, and that such Information is accumulated
and communicated to our management, induding our chief executive officer and chief finandial officer, as appropriate, to aliow
timely decisicns regarding required disclosure.

Changes in Internal Control over Financial Reporting

There wera na changes in our Internal control over financial reporting that occurred during the quarter ended December 31, 2012
that have "naterially affected, or are reasonably likely to materlally affect, our internal contral over financial reporting.

Management’s Report on Internal Control over Financial Reporting

Our management Is respensible for establishing and maintaining adequate internal control over financial reporting, as defined
in Rule 133-15{f) of the Exchange Act. Our management conducted an evaiuation of the effectiveness of our internal control over
finarciat reporting based on the framework in Internal Control—Integrated Framework issued by the Committee of Spensoring
Qrganizat ons of the Treadway Commission, Based on tnis evaluation, management concluded that our internal control over
finaricial reporting was effactive as of December 31, 2012. Management reviewed the results of its assessment with our Audit
Committee, The effectiveness of our Internal control over financial reporting as of December 37, 2012 has been audited by
Ernst & Young LLP, an Independent registered public accounting firm, as stated in its report which Is included In Item 8 of this
Annual Report on Form 10-K,

Limitations on Effectiveness of Controls and Procedures

tn deslgning and evaluating the disclosure contrels and procedures, management recognizes that any controls and procedures,
no matter how well designed and cperated, can provide only reasonable assurance of achieving the desired control objectives,
In acdttion, the deslgn of disclosure controls and procedures must refiect the fact that there are resource constraints and that
managemant Is required to apply its judgrment in evaluating the benefits of possible controls and procedures relative to thelr costs.
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ITEM 10. Directors, Executive Officers and Corporate Goverrance 304

PART [l

ITEM 10.  Directors, Executive Officers and Corporate Governance

The information required by this item will be included unidz- the caption "Directors, Executive Officers and Corporate Governance”
in our Proxy Statement for the 2013 Annual Meeting of Stockholders to be flied with the SEC within 120 days of the fiscal year
ended December 31, 2012 {2013 Proxy Statement) and s incorporated herein by reference. The information required by-this
ltem regarding delinquent filers pursuant to item 405 of Rezulation S-K will be included under the caption *Section 16(a) Beneficial
Ownershig Reparting Cornpliance” in the 2013 Proxy Statsment and is incorparated herein by reference.

ITEM 11.  Executive Compensation

The information reduired by this itern will be included undzr the captions "Director Compensatlon,” “Executive Compensation” and
“Directors, Executive Officars and Corporate Governance-—Corporate Governance and Board Matters-—Compensation Committee
Interlacks and Insider Participation” in the 2013 Proxy Stetement and is incorporated herein by reference.

ITEM 12.  Security Ownership of Certain Baneiicial Owners
and Management and Related Stockholder Matters

The inforrration required by this item will be included under the captions "Common Stock Ownership of Certair Beneficial Owners
and Management” and "Equity Compensation Plan Information” in the 2013 Proxy Statement and is incorporated herein by reference.

ITEM 13.  Certain Relationships and Related Transactions,
and Director Iindependence

The informration required by this item will be included under the captiors “Certain Relationshlps and Related Transactions® and
"Directors, Executive Officers and Corporate Governance—Corporate Governance and Board Matters—Director independence”
in the 2013 Prowy Statement and is Incorporated herein Ly reference,

ITEM 14.  Principal Accounting Fees and Services

The information required by this ltem will be included urcer the caption *Independent Registered Public Accounting Firm” in the
2013 Proxy Statement and [s incorporated herein by reference.
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PART IV

ITEM 15.  Exhibits, Financial Statement Schedules

(@) We have filed the following documents as part of this Annual Report on Form 10-K:
1. Consolidated Financial Statements

Reports of Independent Registered Public Accounting Airm...... _

PART IV

ITEM 15. Exnibits, Financlal Statement Schedules

Financlal Statements:

Consolidated Balance Sheets......cvemomime enevina i e e rs e enpmeanes iaretesarasnasesestnren s arry

Consoiidated Statements of Income...

Conselidated Statements of Comprehenswe Income.. R,

Consolldated Statements of Stockholders’ Equity........
Consolidated Staternents of Cash FIOWS.....u. e

Notes to Consolidated FInanclal StAtRIMENLS .uurrmimsmisimmi s eessesassens

. -

2. Financial Statement Schedules
Schedule II: Valuation and Qualifying Accounts

Balance at

Beginning Balante at

of Year Additions Usage  End of Year

Allowanee for Doubtful Accounts and Sales Credits {in millions}
Year ended December 31, 2010 379 Lo §0178; $101
Year anded Decemnber 31, 2011 $10 $ 214 $(182) $133
Yezr ended Decaribel 31 2012 5133 $1,263 $(815) $581

Note; Addtions to the allowance for doubtful accounts are charﬁed to expense. Additions to the allowance for sales credits are charged against

revenues. For 2012, additions Indluded the impact from the Matorola acquisition.

All other schedules have been omitted because they are not required, not applicable, or the required information is otherwise

included.

3. Exhibits

See the Exhibit Index immediately following the signature page of this Annual Report on Form 10-K,
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Signatuires and Power of Attorney 508
Signatures

Pursuznt to the requirements of Section 13 or 15(d) of the Securitles Exchange Act of 1934, the registrant has duly caused this
Annual Repat on Form 10-K to be signed on Its behalf by the undersigned, thereunto duly authorized.

Date: januery 28, 2013

GOOGLE INC.
By /5/ LARRY PAGE
Larry Page '

Chlef Executive Officer
Power of Attorney

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below constitutes and appoints Larry Page
and Patrick Plchette, jointly and severally, his or her attcrney-in-fact, with the power of substitution, for him or her in any and
all capacdities, to sign any amendments to this Annual Report en Form 10-K and to file the same, with exhibits thereto and other
docurments in connection therewith; with the Securitles ard Exchange Commission, hereby ratifying and confirming all that each
of sai¢ attcrneys-in-fact, or his or her substitute or substitutes, may do or cause to be done by virtue nereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this Annual Report on Form 10-K has been signed below
by the follewing persons on behalf of the registrant and in the capacities and on the dates indicated., '

Signature Title 5 . Date

/5t LARRY MAGE Chuef Exec:ave Ofcer, Co-Faunaet and Erecoor (Prinzpal Eacutive Ufficer) Jenuery 22 2012

Larry Page

s/ PATRICK PICHETTE Senior Vice President ond Chief Financial Officer (Principal Financial and Accounting Officer)  January 29, 2013
. Patrick Pichette

/st ERIC £ SCHMIOT Sxecutve Chumarn lanuary 29, 013

Eric E Schmidt

/s/ SERGEY BRIN Co-Founder and Director January 29, 2013

Sergey Brin

/L JOHN DOERR Dvrector Jenuay 23, 2013

L John Doerr

/s/ DIANE B. GREENE " Director January 29, 2013

Dlane B. Greene

s/ |OHN 1, HENNESSY Ouector lenualy 29,2013

JohnL Hennessy

/s/ ANN MATHER Director January 28, 2013

Ann Mather

Fot PAULS GIELLINI Drrecto: lanuary 23, 2013

Paul 5. Otellim

/s/ K. RAM S5HRIRAM Director January 28, 2013

K. Ram Shriram -

I SHIPCE M T GHNMAN Drrastor January 29, 2013
Shirley M Tilghman
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Exhibit Jndex
Exhibit Index
Exhibit Incorporated by reference herein
Mumber . Description Form - Date
m Farm of Distrioution Agreetrent, dawed Aprit 20 2007, among Curren Renon,onFoim & K April /3. 2007
Google Inc. Margen Stantey & Co Incosporaced Cugroup Global (Al Ne 030-5t5726)
Markets Ine, Creoit Suisse Serunties (USA) LLT anc 1IBS Securues
L_C{Dhstt 1bUnon Agreemern:)
1.01.1 Amendment No. 1 to the Distribution Agreement among Google inc. Quarterly Report on Form 10-Q August 9, 2007
and J.P. Morgan Securities Inc. entered into as of July 20, 2007 (File No. 000-50726)
012 Alrendrne t sgreement dacd &5 of july 12, 2011 among Google  Current Report en Foim 8-k July 12,207 ;

inc, Morgan Stanley & Cc LLC, Cugroup Glaba: Markets Inc Credt  (Ribe No 00D-50726)
Sul'ar Mansgemnent LLC, (redit Suisse Secur ves (US#) LLG UBL AG
Lenden Bretich, ang LJBS Seruithes LLC

1.02 Form of Bldding Rutes Agreement, dated April 20, 2007, among . Current Report on Form 8-K April 23, 2007
Google inc, Morgan Staniey & Co. Incorporated, as Auction Manager  (File No, 000-50726)
and Bidder, Citigroup Globa! Markets Inc. as Wamrs; Agent and
Bidder arrd Credit Suisse Securities (USA) LLC ang UBS Securities
LLC, as Bidders (Bidding Rules Agreement)

1021 amendinent Na 1 to the Bidding Rules Agreement 2mong Google  Quarterly Repart on Form 10-0 AUgUSE 9, 2007
tne and | P Moryan Secunities Inc, as Brddar anterad iInto a5 of (File no 000-307.28)
Ity 20, 2007
2.01 Agreement and Plan of Merger, by and among Google Inc,, Current Report an Form 8- August 18, 2011
RBS8& Inc., and Motorala Mobility Heldings, Inc., dated as (Fite No. 000-50726)
of August 15, 2011 '
30 Fourth amenged and Restanad Ceirtficat= o inco: paration Quarterly Report on Forr: 15-Q My 24, 2012
of Registrent ) (File No OGG-SU726)
3.02 Amended and Restated Bylaws of Registrant Quarterly Report on Form 10-Q July 24,2012
{Flle No, 000-50726)
M specimern Cliss A Commaon Scock eruficate Regsrretion Staremert on Foim S-1, Augist 18 2004
3> amonded {le No 333-114384)
402 Form of Warrant Agreement, dated April 20, 2007, :mong Google Current Report on Form 8-K April 23,2007
inc, Cltigroup Global Markets Inc. as Warrant Agent, and Morgan (File No, 000-50726})

Stanley & Co. Incorporated, Citigroup Global Markets Inc, Credit Suisse
Management LLC, and UBS AG, London Branch, as Warrartholders

(Warrarit Agreernert)
402 Amendmant No 1 to the W 2rrait sg esmen. amerg Google nc Quartedly Report on Faim 100 Aligus 3, 2007
and [P Mergzn Serurtes Inc, az Wera: wnolder ertered e ("ile 1o C00-507 26)
as of July 20, 2007
403 Indenture, dated as of May 19, 2011 between Gocze Inc. Current Report on Form 8-K May 19, 2011
and The Bank of New York Mellon Trust Company, VA, 35 trustee (Flle No. 000-50726)
A 04 o of 1 250% Note duz 1014 Currein Report on Form B-K May 12, 20 ¢
(Hie No DO0--0726)
405 Form of 2.125% Note due 2016 Current Report on Form B-K May 19, 2011
{File Ng. 000-50726)
108 Form of 3 525% Hote due 2021 Current Repoit on -orm B-K May 19, 2011
{Flg No 00-50726)
407 ¥ Deferred Compensation Plan Registration Statement on Form S-8 June 28, 2011
(File No. 333-175180)
407+ ¥ Amendment Nno 1 10 the Defer red Compensaticn Men Aanua! Rapart or Form 10K January 26, 2012
(File: No 009-50720)
10.01 Form of indemnification Agreement entered Inte between Reglstration Statement on Form 5-1, July 12, 2004
Registrant, its affifiates and its directors and officers as amended (File No. 333-114984)
10C2 ¥ Gongle Erecuuve Bonus Plan Curreni Report. an Torm &K Ma: cn 28, (07
{File No 060-EN726)
10.03 ¥ Letter Agreement, dated August 16, 2005, Current Report on Form 8K Octaber 6, 2005
between Shirley M, Tighman and Google Inc. {Flle No. 000-5072€)
w004 W OfferLetter dated June & 2008 between Paune’ FICetie -na oo Cuirehr Repors 2n Fotm a-I Jure 25 20u8
I, {File N&» 00050776)
10,05 ¥ Letter Agreement dated January 11, 2012, between Diane B. Greene Current Report on Ferm 8-K January 12, 2012
and Googie Ing, (Fiie No. 00050726) ‘
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Exhibit Inde 308
Exhibit Incorporated by reference heretn
Number Description ' Form Date -
100R ¥ Agreeme t ds.ed Apn: 27, 2012, seuseei Mkesh Arore Cuirgnt Report on Farm 8- Apnl 36, 2012
d Gongle Ing {Fila o JOCS077€)
10.07 ¥ 1998 Stock Plan, as amended Quarterly Report on Form 10-Q August 9, 2006
{Fle No, 000-50726)
nn? | ¥ 1998 Stock Plan—rorm 5f sioch opton aeresnien "Regsstration Statement or Form -1 April 29, 2004
as ameraer (Fie N 333-114984)
-10.08 ¥ 2000 Stock Plan, as amended - Quarterly Report on Farm 10-Q August 9, 2006
(Flle No. 000-50726)
Q0BT ¥ 2004 Stock Plan—Fotm of swoch optan sgraement Registration Swateront an Form S-1, Arnl 23, 2004
as amended (Ri2 No 323-114984)
10.09 ¥ 2003 Stock Plan, as amended Quarterly Report on Form 10-Q - May 10, 2007
{Flle No. 000-50726)
1099 ¥ x003 Stock Plar—"a,m of swock voucn agreeniert Reg,stratian Statemernt o Form 5-1, Aprl 39 2004
as amended (Rle No 333.:14584)
1010 . 2003 Stock Plan {No. 2), as amended Quarterty Report on Form 10-Q May 10, 2007
{Ale No. G00-50726) o
10101 ¥ 2003 Sux) PlaniND 2)--Forin of stech opuon agresment Registration Statement on Foim §-1, April 29, 2004
&= amendea (Fle No 333-114984)
1611 ¥ 2003 Stock Plan (No. 3), as amended Quarterly Report on Ferm 10-Q May 10, 2007
) (Ale-No. 000-50728)
10111 ¢ 2003 S.ock Plan o 3~Form of stoc's aption a3t eamert Negitration Sacenent on Form 5-1, A il 29, 2G04
o5 amendad (Fie No 233.114934;
10,12 ¥ 2004 Stock Plan, as amended - Current Report on Farm 8-K June 7, 2011
(File No. 000-50726)
10121 ¥ 2004 Steck Plan—FRorm of stock option agreernent Annual Beport on Form 10-K Marrn 30, 2005
{Fue o 0Q0-50726)
10,122 ¥ 2004 Stock Plan—Form of restricted stock unit agreermnent Annual Réport on Form 10-K March 30, 2005
{Flle No. 000-50726)
0123 ¥ 7004 Siock Pln - Amendrnent o sipck 2phon agresimens Registrauon Statsment £ Form 5-2 Apnl 20, 2007
fFie No 333-1-12243)
10.124 ¥ 2004 Stock Plan—Form of stack option agreement (TSO Program)  Registration Statement on Form 5-3 April 20, 2007
{Fle No. 333-142243)
1513 ¥ GongleIne 2012 Stack Hlan {urrent Repori on Form 8-k Jwre o 2012
Mle No 333-00050726}
10,14 ¥ Google Inc. 2012 Incentive Compensation Plan for Emplayees and ~ Current Report on Form 8-K Jjune 26,2012
Consultants of Motorola Mobility {File No. 333-00050726) :
ir4S ¥ Moo ola Mebility Holdings, Ing 20 1 icentive Correnseion Plen  Regsurgbion Sfaie met on Forin S 8 May 24 2012
(hle Mo 333-1815861)
1046 ¥ AdMob, Inc. 2006 Stack Plan and Ui Sub-Plan of the AdMob, Inc. Registration Statemnent an Form 5-8 June 8, 2010
2006 Stock Plan | filed {File No. 333-167411)
s ¥ apphied semannics, Inc 1949 Suncs Grion/Sioch I75UalCe Plan Queriterly Report on Form 10-Q Augus. 5, 2008
as amended {File No DOD-501728) :
10.18 ¥ (lick Holding Corp. 2005 Stock Incentive Plan Registration Statement on Form S-8. March 28, 2008
(Flle No. 333-149956)
1015 ¥ Keytidle, Inc 2000 Equey Incentre Pler. of criandad Quatterly Ropot . or Form 10-Q August §, 2U06
{File No ON350726)
10.20 ¥ Picasa, Inc. Employee Banus Plan Registration Statement on Form 58 September 29, 2004
[File No. 333-119378)
1021 ¥ /ouTube Inc 2005 S od Plan Registration Siatemant on Form S8 Movarabar 20, 2006
(F1e Mo 233-158B45)
1022 Letter from Google Inc. to U.S. FTC Current Report on Form 8-K January 3, 2013
(File No, 000-50726)
1023 ApTEemEm COreaning consent order regarding Mo2inle Moy nrent Peport un Form 8-K January3 2013
L.C and Gorgie Inc t%ile Mo 0Q0-50726)
12 * Computation of Earnings to Fxed Charge Ratios
210 v SubsidiFries of tho Registrant
23.01 * Consent of Independent Registered Public Accounting Rrm
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Exhiblt Index

Exhibit Incorporated by reference hereln
Number Description Form Date
240 v Pouser ot Attorney gincorpol ated b eterence o die mgnatu e page

o s annL al Report on form 3 0-K)
3.0 * Centification of Chief Executive Officer pursuant to Sxchange Act

Rules 13a-14{a) and 154-14(a), as adopted pursuant to Section 302

of the Sarbanes-Oxley Act of 2002
3102 % Cenmcattor of Lhiel Finanaal Officer pu suait to Fechangs A

Aules 13a-14t3) and 150-142) as adopted pursu-11 .0 Section 362

of vhe Sarbanes-0 ey Act of 2002
32.0 t Certifications of Chief Executive Officer and Chief Anancial

Officer pursuant to 18 U.S.C. Sectlon 1359, as adopied pursuant

to Section 906 of the Sarbanes-Oxlev Act of 2002
1€ 1 ING *BRL hsance Document
1015ZH  XBRL Taxonomy Extenslon Schema Docurnent
101 CAL XBML Taworamy Exeanston Calculaucn L nkbase Deument
101.CEF  XBRL Taxonomy Extension Defirition Unkbase Document
101 LAB  XBRL Taxonomn Estension Label Linknase Doruman
101.PRE XBRL Taxononmwy Extension Presentation Linkbasa Document

¥ Indicates management compensatory plan, contract, or arrangement.
*  Fled herewith.
t Furnished herewith.
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EXHIBIT 31.01  CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO EXCHANGE ACT

RULES 13a-14(a) AND 15d-14{a), AS ADOPTED PURSUANT TO SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

|, Larry Pagz, certify that:

I have reviewed this Annual Report on Form 10-K ¢f Google Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in lignt of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based onmy knowledge, the financial statements, and other financial information included in this report, fairly present in

all raterial respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

4. The registrant's other certifying officer and | are responsible for establishing and maintalning disclosure controls and
procedures (as defined in Exchange Act Rules 13&-15(e) and 15d-15(e)) and internal contrel over financial reporting (as
defined in Excrange Act Rules 13a-15(f) and 15d-15(f)} for the régistrant and have:

(s) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supenvisior, to ensure that material information relating to the registrant, including Its consolidated subsidiaties,
is made known to us by others within those entities, particularly during the period inwhich this report is belng prepared;

(b) Designed such internal cantrol over financial reporting, or caused such internai control over financial reporting to be
designed under our supervision, to provide reascnable assurance regarding the reliability of financial reporting and the
preparation of financlal statements for external purposes in accordance with generally accepted accounting principles;

(0) Eva'uated the effectiveness of the registrant's cisclosure controls and procedures and presented In this report our
condusions about the effectiveness of the disclcsure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

() Disclosed in this report any change in the registranfs internal control over financial reporting that occurred during the
reglstrant’s most recent fscal quarter {the registrant’s fourth fiscal quarter in the case of an annual repart) that has

matertally affected, or is reasonably likely to ma:erially affect, the registrant’s internai control over financial reporting;
and

5. The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over
financial reporting to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functlons): ' . ‘

(@ Alsignificant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect tha registrant's ability to record, process, summarize and report finandlal
irformation; and

{0} Any fraud, whether ar not material, that involves management or other employees who have a significant role In the
registrant’s internal contral over financial reportng.

Date: January 29, 2013

/s/ LARRY PAGE
Larry Page
Chief Executive Officer .
“ (Principal Executive Officer)
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EXHIBIT31.02 CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO EXCHANGE ACT

RULES 13a-14(a) AND 15d-14{a), AS ADOPTED PURSUANT TO SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

I, Patrizk Pichette, certify that:

1. | have reviewed this Annual Report on Form 10-K of Google Inc;

2, Eased on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a- material
fac recessary to make the statements made, In light of the dircumstances under which such statements were made, not
misleading with respect to the perlod covered by this report;

3. Eazed on my knowledge, the financial statements. and other finandial information incluided in this report, fairly present in
&l material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

4. Tne registrant’s other certifying officer and | are responsible for estabiishing and maintaining disclosure controls and
procedures (as defined In-Exchange Act Rules 13a-15(e) and 15d-15(e)) and Internal control overfinanciat reparting (as
dened in Exchange Act Rules 13a-15(f) and 15d-15(0) for the registrant and have:

() Designed such disclosure contrals and procedures, or caused such disclosure controls and procedures to be designed
Lnder our supervision, to ensure that material information relating to the registrant, including its consolicated subsidiaries,
is made known to us by others within those enfies, particularly during the perlod Ik which this report Is belng prepared;

f2) Deslgned such internal control over financial rzporting, or caused such internal control aver finandal reparting to be
cesigned under our supervision, to provide rezsonable assurance regarding the refiability of financial reporting and the
preparation of financial statements for external purposes In accordance with generally accepted accounting principles;

{3 Evaluated the effectivengss of the reglstrant’s disclosure controls and procedures and presented in this report our
concluslons about the effectiveness of the disciesure controls and procedures, as of the end of the perfod covered by
this report based on such evaluation; and - )

(@ Disclosed in this report any change in the registrant’s internal contrel over financial reporting that cccurred during the
registrant’s most recent fiscal quarter {the registrant's fourth fiscal quarter in the case of an annual report} that has
materially affected, or.Is reasgnably likely to materially affect, the registrant's internal control over financial reporting;
and

5, The reglstrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over
finar.cial reporting, to the registrant's auditors ard the audit committee of the registrant’s hoard of directors (or persons
pe-forming the equivalent functions);

la) AV significant deficlencies and material weaknesses in the deslgn or operation of internal cortrol aver financial reporting
which are reasonably [ikely to adversely affect the registrant's ability to record, process, summarize and report financial
nformation; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s Internal control over financial reporting.

Date: January 29, 2013

/5 PATRICK PICHETTE
Patrick Pichette
Senlor Vice President and
Chief Financial Officer
{Principal Financial Officer}
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EXHIBIT 32,01 CERTIFICATIONS OF CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO SECTION
906 OF THE SARBANES-OXLEY ACT OF 2002

I, Larry Page, certify pursuant to 18 U.S.C. Sectlon 1350, as adepted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that
the Annual Report on Farm 10-K of Google Inc. for the fiscz year ended December 31, 2012, fully complies with the requirements
of Section *3(a} or 15(d) of the Securities Exchange Act of 1534 and that information contained in such Annual Report on Form
"10-K fairly presents, In all material respects, the financiat condition and results of operations of Google Inc.

Date: January 29, 2013

By /s/ LARRY PAGE
Name; Larry Page

Title: Chief Executive Officer
(Principal Executive Officer}

|, Patrick Pichette, certify pursuant to 18 U.5.C. Section 1250, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002, that the Annuai Report on Form 10-K of Google Inc. for the fiscal year ended December 31, 2012, fully complies with the
requirements of Section 13{a) or 15(d) of the Securitles Exchange Act of 1934 and that Information contained in such Annual
Report on Form 10-K fairly presents, in all material respects, the finandial condition and resu.ts of operations of Google Inc.

Date: January 29, 2013

By, - /s/ PATRICK PICHETTE
Name: Patrick Pichette
Title: Senlor Vice President

and Chief Financial Officer
(Principal Financlal Officer)

The foregoing certifications are not deemed filed with the Securitles ond Exchange Commission for purposes of Section 18 of the Securities
Exchange Act of 1934, as amended (Exchange Act), and are not to be incorporated by reference into any flling of Google Inc. under
the Seciurities Act of 1933, as amended, or the Exchange Act, whether made before or after the dote hereof, regardless of ony general
incorporation language in such fillng. ’
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DUN & BRADSTREET REPORTS
Planetary Ventures, LLC - Offeror - D&B Report
Full text attached ~ -

Google Inc - Project Sponsor - D&B Raport
Full text attached
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10723413 D&B Buslness Inf:rmation Repork PLANETARY VENTURES LLC

316
Bazide with Coufidence Business Information Report
i
Report Printed: OCT 23 2013
PLANETARY VENTURES LLC
494 S Bernardo Ave
Sunnyvzle, CA 94086
This Is a single location. D-U=-N-E Number: 01-356-2646
Talapnionea: UNKNOWN
D&B Rating: DS
DB Viabiliiy Rating: OUIR
Yeur started: 2011
Employs: UNDETERMINED
SIC: 9999
Ling of business: Undetermined
05/20/2012

Source(s) indicate the address shown above may no longer be used by this business.

"D&B Rating:DS
The DS rating indicates that the information availeble does not permit D&B to classify the company within our

rating key. For more information, see the D&B Rating Key,
A Summary Analysis.is not avallable at this time.

*xx Update avallable on request ***

D&B has limited data on this business and this information Is being provided to you Immediately In the interest of
speed. This_ report may not reflect the current status of this business.

This company will be stored in Vliew My Reports/Alerts section of your account. D&B will alert you of additional
mformaticn collected from the company and throuch external sources.

DAR can Investigate this business and update the information based on the resuits of that investigation. To order
an investigation, please call D&B Express at (800} 333-0505. The cost of this investigation Is dependent on the
speed in which you need to have a response, '

hﬂps:flaedlkemrts.dnhcanimbapﬂmhhreﬂsaﬂleﬂ\nMeporl?erderﬂun#103708734&!0=prlnt

15



102313 D&B Business Information Report PLANETARY VENTURES LLC
317

The DE&B Viabllity Rating uses D&B's proprietary ar‘alytlcs to compare the most predictive business risk Indicators

and deliver a highly reliable assessment of the probabllity that a company will no longer be in business within the
next 12 months,

D&B VIABILITY RATING:00IR
D&B VIABILITY RATING COMPOWENTS:
VIABILITY SCORE:

Viability Score is the first of four components within the D&B Viabillty Rating. It is a high-level risk indicator that
assesses the probability that a company will no longer be in business within the next 12 months, compared to all
US businesses within the D&B database. A business is no longer viable when it goes out of business, becomes
dormant/. inactive or flles for bankruptcy. The ranking ranges from 1'to 9 where 9 reflects the highest probability
of becomning no longer viable and 1 reflects the lowest probability.

NOTE: The Viability Score is best used when ranking all businesses within your portfolio based on the probablliity of
becoming no longer viable.
9 8 ¥ 8 8 = 3 2 1 ‘

Viability Score: 0 = - g E : T |

Rugh Hl!h Sadium te.
THadium

Based on Information In D&B's data files, the Viability Score for this business Is 0. This means the company has

been placed In a Special Category of elther being OUT OF BUSINESS or UNABLE TO CONFIRM DESIGNATION. See
DATA DEPTH INDICATOR for detalls.

PORTFOLIO COMPARISON:

Portfolio Comparison Is the second of four components within the D&B Viability Rating. Portfollo Comparison is a
more detalled risk Indicator that assesses the viabll'ty of a company compared to simlilar businesses within the
same model segment which are determined by the amount.and type of data avallable. A business Is no longer
viable when it goes cut of business, becomes dormant/ inactive or files for bankruptcy. Every business within the
D&B database falls inte 1 of the following 4 proflle segments:

1. Available Financlal Data.

2. Established Trade Payments.

3. Limited trade Payments.

4, Firmographics and Business Activity.

The Parifoilo Comparisan ranking ranges from 1 to 9 where 9 reflects the highest probabllity of becoming no
Jonger viable and 1 reflects the lowest probabillity.

NOTE: The Portfolic Comparison is best used when analyzing the individual risk levet of a company compared to
businesses within the same profile segment.

9 8 7 B 5 4 3 2 1

. i i — B fay
Portfollo Comparison: 0 =] i (e ———=r
High High  Hedwr Lo
Hadury

Based on ‘nformation in D&B's data flles, the Portfolio Comparison for this business is 0. This means the company

has been placed in a Speclal Category of either belng OUT OF BUSINESS or UNABLE TO CONFIRM DESIGNATION,
See DATA DEPTH INDICATOR for details.

DATA DEPTH INDICATOR:

Data Depth Indicator is the third of four componerts within the D88 Viabllity Rating. The Depth of Data Indicator
presents the level of data available for a company. Data depth assists in the assessment of whether a company
will nc lanjer be viable and Includes the following: '

1. Financial Attributes.
2. Commercial Trading Actlvity.

hﬂps:I!uedtepcrtawwmmsishrea!wulmﬁﬁepormmerIﬁanid=1Mmmin‘
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The leve!l of data Is represented by a letter on a sczle of A - G where A reflects the greatest leve! of predictive
data tc make a highly reliable assessment of company viability, and G reflects a minlimal level of data which can
be considered descriptive. The more comprehensive the data, the more precise the overall D&6 Viabillty Rating

becomas. If a company has been placed in the Special Category, a letter ranging from H-M will be assigned to
identify the specific reason.

Data Depth: I
Data Depth Indicator Details:

Unable to Zonfirm Designation - D&B Is unable to confirm active operatlons at a specific location due to the
business showing limited to no business actlvity and multiple slgns of inactivity (e.qg. disconnected phone, vacant
address, no longer in a telephone directory etc.)

COMPANY PROFILE:

Company Profile Is the fourth of four components within the D&B Viabillty Rating. The Company Proflle describes a
company based on a combination of 4 categorles:

1. Pnanclal Data.

2. Trade Payments,
3. Company Size.
4, Years in Buslness.

A company is characterized by a letter which ranges from A - X; with each letter representing a combination of the
4 categorles that make up the company's profile. For example, A describes a company with a comprehensive level
data, which has been In business 5+ years, with 50+ employees ar $500K+ In Sales, while X reflects a company
with a minimal data, In businaess < 5 years, with < 10 employees or < $10K in Sales. ¥ and Z refiect a Branch and
Subsidiary, respectively.

Company Profile: R
Company Profila Details:
» Financial Data:Not Avaliable
» Trade Payments : Avallable: 1-2 Trade
» Business Size: Smali: Employees: <10 or Sales: <$10K or

Missing
+ Years in Business:Young (Young: <5 )

r Need help? Call Customer Service at (800) 932-0025, Monday through Friday, 8:00 AM to 6:00 PM Local

LA}
Time.

The following Information was reported 09/29/2011:

Business started 2011.

09/29/2011

Description: Duns Support Record,
Employocas: UNDETERMINED.

Facllities: Occuples premises in bullding.

m:twm.mmmm&mwmmﬁepmmlmm1mmw&dwpﬁr L
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SIC:

Based on information in our flle, D&B has assigned this
company an extended 8-digit SIC. D&B's use of 8-digit
SICs enables us to be more specific to a company's
operations than If we use the standard 4-digit code.

The 4-digit SIC numbers link to the description on the
Occupational Safety & Heaith Administration (OSHA)
Web site. Links open in @ new browser window.

99992222 Duns Support Record, nonclassifiable
establishment

D&B Business Infrmation Report PLANETARY VENTURES LLC
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NAICS:
969990 Unciassifled Establishments

D&B has not recelved a sufficient sample of payment experiences to establish a PAYDEX score.

The Payment Summary section reflects payment information in D8B's file as of the date of this report.

Below 's an overview of the company's dollar-welghted payments, segmented by its suppliers’ primary Industries:

Total Total Dollar Largest High Within Days Slow
Rev'd Amis Cradit Terms <31 31-60 61-90 90>
(# ($) (%) (%) (%)

Top industries:

Publlc finance 1 75,000 75,000 100 - - -

Other payment categories:

Cash experlences 0 0 0

Payment record unknown e 0 9

Unfavorable comments 0 0 o

Placed for collections;

With D&B 0 o

Othar 0 N/A

Total in D&B's file 1 75,000 75,000

The highest Now Owes on file Is $0
‘The highest Past Due on file is $0

D&B recelves over 600 million payment experiences each year. We enter these new and updated experiences into

D&BE Reports as this information is received.

Detalled Payment History

Date Reported Paying Record High Credit Now Owes Past Due Selilng Terms
%)

{mm/yy) (%)

Last Sale
Within
(months)

(%)

hitpsz//creditreporis.dnb.comiwebappiwes/stores/sarvet/ViewReport 7or dertemid= 108708734 r=priri
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06/12 Ppt 75,000 1 mo
Each experlence shown Is from a separate supplier. Updated trade experiences replace those previously reported.

D&B has researched this company and found no information available at this time.

A check of D&B's public records database Indicates that no filings were found for PLANETARY VENTURES LLC at
494 S Berpardo Ave, Sunnyvale CA.

D&B's extenslve database of public record Infermation Is updated dally to ensure timely reporting of changes and
additons. It Includes business-related suits, liens, judgments, bankruptcies, UCC financing statements and
business registrations from every state and the Digtrict of Columbla, as well as select filing types from Puerto Rico
and the U.5, Virgin Islands.

DEB collects public records through a combination of court reporters, third parties and direct electronic links with
federal and local authorities. Its database of U.S. business-related filings is now the largest of Its kind,

hitprs ffcreditreports. dnb.comiwsbsappAvcs/stores/servet/\ViewR eport?arser ftermid=108708734&do=print
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GOOGLE INC.

GOOGLE.COM
1500 Amphitheatre Pkwy
Mountain View, CA 94043

This is a headquarters location.
Branch(es) ar division(s) exist.

Web site:

Telephone!

Chief
exacutive:

Stock symbol;
Yaoar startad:
Employs:

Financial
statement
date:

Sules F:
Net worth F:
History: .
Financing:

Financial
condltlon:

SIC:

Line of
business:

10/17/2013

#ERGER/ACQUISITION: According to published reports on October 2, 2013, Google, DUNS 060902413,
(Mountain View, CA) announced that it has bought Flutter, DUNS 048117043, (Pasadena, CA). The deal could be

www.google.com
650 253-0000

LARRY PAGE, CEO

GOO0G

1998
53,898 (250 here)
Jui 30 2013

$50,175,000,000
$71,715,000,000
CLEAR
SECURED

GOOD

4813
7375

D&B Business Infornmaticn Report: GOOGLE INC.
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Web search portals; Internet navigational
services, Information retrieval

worth around $40 million.

10/11/2013

Business Information Report

Report Printed: OCT 23 2013
In Duta

D=U=-N=-S Number: 06-090-2413

D&BE Rating: 5A2

Financlal strength: SA Is $50 million and
over.

Composite credit 2 is good.

appralsal:

D&B Viability Rating: 13AA

D&B PAYDEX®:

D&B PAYDEX; D8

When weighted by dollar amount, payments to
suppliers average 17 days beyond terms.

P e
High itk | gpe Yigh,

=

Based on up to 24 months of trade.

Hitps:/creditreparts.dnb,comiwabappiwcs/stores/sen et’\ViewReportforder temid= 1087087443do=ritii

12



1072313 D&B Business Information Report GOOGLE INC.

MERGER/ACQUISITION: According to published *eport32?WI Harper Group, DUNS 929304731, (San Francisco,
CA) announced the acquisition of Flutter by Google, DUNS 060902413, (Mountain View, CA).

.09/27/2013 - .

MERGER/ACQUISITION: According to published raports on September 16, 2013, Google Inc, DUNS 060902413,
(Mountain View, CA) announced that It has acquired Bump Technologles Inc, DUNS 968237623, (Mountain View,
CA) far an undisclosed amount.

09/26/2013
MERGER/ACQUISITION: According to published reports on August 31, 2013, Google Inc, DUNS 060902413,

(Mountzin Vlew, CA) announced that it has acquired WiMM Labs Inc, DUNS 040778472, (Los Altos, CA). Terms of
the deal ware undisclosed.

07/23/2013

ANNOUNCED PURCHASE OF ASSET: According to published reports, Google Ine. announced that it is taking
6.3% staks In the Himax Display Inc. subsidlary. Google has the option to buy up to a 14.8% stake later on. The
deal Is expected to close this quarter. The companies did not put'a value on It. ’

07/19/2013
ANNOUNCED OFFICER CHANGE: According to published reports, Google Inc. announced that John Liv current
China head will step down in mid-August,

06/21/2013
ANNOUNCED MERGER/ACQUISITION: According to published reports, Google, Inc., DUNS 060902413,
(Meunitain View, CA) announced that it will acquire Waze Ltd. for $1.3 billion.

06/12/2013 - : .
MERGER/ ACQUISITIOM: According to published reports on May 22, 2013, Google Inc, DUNS 060902413,
(Mountain View, CA) announced that it has acquired Makanl Power Inc, DUNS 789832917, (Alameda, CA).

05/02/2013
MEZRGER/ACQUISITION: According to published reports on April 19, 2013, Google Inc, DUNS 060902413,
(Mountain View, CA) announced that it has acquired Wavll inc, DUNS 002140075, (Seattie, WA).

04/26/2013 ‘
MERGER/ACQUISITION: According to published reports on April 12, 2013, Google Inc, DUNS 060902413,
(Mountaln View, CA) announced that it has acquired Behavio, DUNS 078384482, (Sunnyvale, CA).

ANNOUNCED PURCHASE OF ASSET: According to published reports on Aprit 17, 2013, Google Inc, DUNS
060902413, (Mountain View, CA) announced that it will acquire a fiber-optic network in Provo, Utah owned by
iProvo Network.

04/18/2013 .

SALE OF ASSET: According to published reports, ARRIS Group, Inc., DUNS 037625550, (Suwanee, GA)
announced that it has completed Its acquisition of the Motorola Home business from a subsidlary of Google Inc.,
DUNS 06£902413, {(Mountain View, CA). ARRIS paid Google approximately $2.2 billion in cash and Issued Goegle
10.6 mlllion shares of its common stock in connectlon with the transaction.

03/26/2013 . .
MERGER/ACQUISITION: According to published reports on March 15, 2013, Google Inc, DUNS 060902413,
(Mourtzin View, CA) announced that It bas acquired Talaria Technoiogles.

03/08/2013
WORK FORCE CHANGES: According to published reports, Google Inc. announced that Motorola has begun laying
off about 1,200 employees, or more than 10% of lts headcount In its Mobility hardware unit.

02/21/2013 _

MERGER/ACQUISITION: According to published reports, ICG Group, Inc.,, DUNS 948899133, (Radnor, PA)
announced that the acquisition of one of its consolidated companles, Channel Intelligence, Inc., DUNS 082184511,
(Kissimmee, FL) by Google Inc., DUNS 060902413, (Mountain View, CA) was consummated February 20, 2013.

02/18/2013 .

ANNOUNCED MERGER/ACQUISITION: According to published reperts on February 1, 2013, ICG Group, Inc.,
Radnor, FA announced that one of Its consolidated companies, Channel Inteliigence, Inc., Kissimmee, FL, has
entered into a definitive agreement to be acquired by Google Inc., Mountain View, CA for $125 millien in cash. The
transaction, which Is subject to’ customary closing conditions, is expected to be completed In the first quarter of
2013, '

ANNOUMCED SALE OF ASSET: On December 19, 2012, Google and Arris announced that Motorola Mobllity had
entered Inte an agreement (Motorola Agreement) with Arris and certain other persons providing for the disposition
of the Home business for total consideration of approximately $2.35 billion In cash and common stock, subject to

hitps:#creditrepcris.dnb, comiwebappiwes/stores/serviet/ViewReportTor deritermide 1087087448do=print
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certain adiustments. The transaction is expected to clos@by the second quarter of 2013, subject to custonary
approvals and closing condltions.

D&B Rating: 5A2
Financial strength: 5A Indicates $50 million and over
Composite credit appraisal: 2 is good.

This cradit rating was assigned because of D&B's assessment of the company's financial ratios and its cash flow.
For more information, -see the D&B Rating Key. )

Below Is an overview of the company's rating history since 05/19/99:

D&B Rating Date Applied

5A2 04/30/04

- 04/30/04
1R3 10/16/02
4A3 02/25/02
aA2 09/25/01
4A3 09/22/01
4A2 05/19/01
1R3 03/16/00

- 05/19/99

The Summary Analysis section reflects information In D&B's file as of Qctober 21, 2013,

The D&B Viabllity Rating uses D&B's proprietary analytics to compare the most predictive business risk indlcators
and dellver a highly reliable assessment of the probabllity that a company will no longer be in business within the
next 12 months.

D&EB VIABILITY RATING:13AA
D3 VIABILITY RATING COMPONENTS:
VIABILITY SCORE:

Viabllity Score Is the first of four components within the D&B Vlabllity Rating. It is a high-level risk indicator that
assesses the probability that & company will no longer be in business within the next 12 months, compared to all
US businesses within the D&B database. A business is no longer viable when It goes out of business, becomes
dormant/ inactive or files for bankruptcy. The ranking ranges from 1 to 9 where 9 reflects the highest probability
of becoming no longer viable and 1 reflects the lowest probability.

NOTE: The Viability Score Is best used when ranking ail businesses within yaur partfolio based on the probabllity of
becaming no lenger viable,

9 8 F A 5§ 3 3 2 %
Viability Score: 1 R e
High High  Wedum~ LB
drmr

Compared to ALL US Business within D&B Database:

Level of risk: Low Risk

Business ranked 1 have a probability of becoming no longer viable: 0.2%
. Parcentage of business ranked 1: 0.3%

Across all US business, the average probabllity of becoming no longer viable;
14%

a8 @

PORTFOLIO COMPARISON:

hﬂpsﬂcradlteporls.dnb.omﬂmbmphcslshresisemw\nunReport?arderihnid=1OBTDST44&do-prlli
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Portfolly Corparison is the second of four componeats withth the D&B Viability Rating. Portfolic Comparison Is a
more detziled risk indicator that assesses the vlabilty of a company compared to similar businesses within the
same model segment which are determined by the amount and type of data avallable, A business is no longer
viable when it goes out of business, becomes dormant/ inactive or files for bankruptcy. Every business within the
D&B deztabase falls Into 1 of the following 4 profile s2gments:

Available Financial Data.
Established Trade Payments.
Limited trade Payments.
Firmegraphics and Business Activity.

bl

The Portfolio Comparison ranking ranges from 1 to 9 where 9 reflects the highest probability of beéoming no
longer viable and 1 reflects the lowest probabllity.

NOTE: The Portfolio Comparison is best used when analyzing the indlvidual risk level of 8 company compared to
businesses within the same profile segment.

v
$ & 7 & & 4 3 7 1
. o T n_l:.__ - = e P _..J e -
Portfolio Comparison: 3 T --u-:i.—- 1 O
High High  edis; Lew

Fediur

Compared to all Business within the same MODEL SEGMENT:

« PFiodal Segment: Avallable Financlal Data

e Level of rigsk: Low Risk '

« Business ranked 3 within this model segment have a probability of bacoming no longer viable:
0.2%

« Percentage of business ranked 3 within this model segment: 15%

» Within this model segment, the average probability of becoming no longer viable: 0.6%

DATA DEPTH INDICATOR:

Data Cepth Indicator Is the third of four components within the D&B Viability Rating. The Depth of Data Indicator
preserts the level of data avallable for a company. Data depth assists in the assessment of whether a company
wlll no longer be vlable and includes the following:

1, Financial Attributes.
2. Commercial Trading Activity.
3. Firmographics.

The level of data |s represented by a letter on a scale of A - G where A refiects the greatest level of predictive
data to make a highly reliable assessment of company viability, and G reflects a minimal level of data which can
be conslidered descriptive. The more comprehensive the data, the more preclse the overall D&B Viability Rating
becomes. If a'company has been piaced in the Special Category, a letter ranging from H-M will be assigned to
Identify the specific reason.

Data Depth: A
Data Depth Indicctor Details:

¢ Rich Firmographics -

« Extensive Commercial Trading
Activity

« Comprehensive Financial Attributes

COMPANY PROFILE:

Company Profile Is the fourth of four components within the D&B Viability Rating. The Company Profile describes a
company based on a combination of 4 categories:

Financial Data.
Trade Payments.
Company Slze,

. Years In Business.

= L =

htips:Hereditraports.dnb.comwebapphves/staras/sendet/ViewRepor trorder itemid=108708744&do=prirt
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A company Is characterized by a letter which ranges fronTA°- X; with sach letter representing a combination of the
4 categorles that make up the company's profile. For example, A describes a company with a comprehenslve level
data, which has been in business 5+ years, with 50+ employees or $500K+ in Sales, while X reflects a company
with a minimal data, in business < 5 years, with < 10 employees or < $10K In Sales. Y and Z reflect a Branch and
-Subsidiary, respectively.

Company Profile: A
Company Profile Details:

« Financial Data:Available .

= Trade Payments : Avallable: 3+Trade

« Business Slze: Large: Employees:50+ or Sales:
$500K+

e Years in Business:Established (Established: 5+ )

r' Need help? Call Customer Service at {(800) 932&002_5, Monday through Friday 8:00 AM to 6:00 PM Local

-
Time.

The following Information was reportéd 10/10/2013:

Offlcer(s): LARRY PAGE, CEO
PATRICK PICHETTE, SR V PRES-CFO
NIKESH ARORA, SR V PRES-CHIEF BUS OFFICER
DAVID C DRUMMOND, SR V PRES CORP DEV-CHIEF LEGAL OFFICER-SEC
ERIC E SCHMIDT, EXEC CHB

DIRECTOR{S): THE OFFICER(S) and Sergey Brin, L John Doerr, Diane B Greene, John L Hennessy, Ann
Mather, Paul S Otelilnl, K Ram Shriram and Shirley M Tlighman.

Relncerporated in the State of Delaware on October 22, 2002,
Business started 1998.
The company was interporated in California in September 1998,

The ccmpany's Class A common stock is traded on the NASDAQ Global Select Market under the symbol "GOOG".
The company's Class B common stock Is neither listed ner traded. As of December 31, 2012, there were 2,689
stockholders of record of Class A commeon stock ard 79 stockholders of record of Class B common stock. As of
April 23, 2012, those shareholders Identified by the company as beneficlally owning 5% or more of the outstanding
shares of Class A Common Stock were: Entities afflliated with Fidelity {7.3%) and Entities affillated with BlackRock
(5.1%). As of the same date, officers and directors as a group beneficially owned less than 1% of the total
outstanding shares of Class A Common Stock.

As of April 23, 2012, those shareholders identified by the company as beneficially ownlng 5% or
more of the outstanding shares of Class B Common Stock were:

Larry Page {39.6%); Sergey Brin (39.0%); and Erlc Schmidt (13.2%). As of the same date, officers and directors
as a group beneflclally owned 93.9% of the total cutstanding shares of Class B Common Stock.

As of April 23, 2012, those shareholders Identifled by the company as beneficlally owning 5% or
more of the outstanding shares of Total Voting Power were:

Larry Page (28.4%); Sergey Brin (28.0%); and Eric Schmidt (9.5%). As of the same date, officers and directors as
a group beneficially owned 67.5% of the total cutstanding shares of Total Voting Power.

RECENT EVENTS:

On October 10, 2013, sources stated that Google Inc., Mountain View, CA, has compieted the acquisition of Bump
Technologles Inc., Mountaln View, CA, on September 16, 2013. With the acquisition, Bump Technologies Inc. will
now operate as a subsidiary of Google Inc. Terms of the transaction were not disclosed, Further detalls are
unavailable.

hitps:/ferecitreperts dnb.comwebappiwes/stores/seniel/\ViewReport Por derltem|d=10870874484d0=print
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On October 8, 2013, sources stated that Google.Inc,, Mouffin View, CA, has acquired WIMM Labs Inc., Los Altos,
CA, on August 31, 2013. With the acquisition, WIMM Labs Inc. will no longer be a legal operating entity and -

operations were Integrated into Google Inc, Terms of the transactlon were not disclosed. Further detalls are
unavallable.

On June 18, 2013, sources stated that Geogle Inc., Mountain View, CA, has acquired Makani Power Inc., Alameda,
CA, on May 23, 2013. With this acquisition, Makani Power Inc. will now operate as a subsldiary of Geogle Inc.
Terms of the deal were not disclosed. Further detais are unavallable. '

On May 6, 2013, sources stated that Google, Inc., Mountain View, CA, has completed the acquisition of Wavll, Inc.,
Seatte, WA, on April 26, 2013. With the acquisition, Wavii, Inc. will now operate as a subsidiary of Googlé, Inc.
Terms were undisclosed. Further details are unavaliable. ’

On May 3, 2013, sources stated that Google Inc., Mountaln View, CA. has acguired the team from Bevavio Inc.,
Sunnyvale, CA, on April 15, 2013. Further detalls are unavallable.

On April 29, 2013, sources stated that ARRIS Group inc., Suwanee, GA, has acquired the Matorola Home business
from a subsidiary of Gaogle Inc., Mountain View, CA,cn April 17, 2013. Repeated attempts to contact the
management to confirm the recent transaction were unsuccessful. Further detalls are unavallable.

On March 15, 2013, the company acquired Talaria Technologles, Inc., Palo Alto, CA. The Talarla team will become
part of the Goagle Cloud Platferm team.

On February 25, 2013, the company acqulred Channel Intelligence Inc., Kissimmee, FL, on February 20, 2013.
On September 17, 2012, the company acquired Nik Software Inc., San Diego, CA,

On.August 13, 2012, the company acquired the travel guidebook brand Frommer's from publisher John Wiley &
Sans, Inc.

on Ju‘Iy 31'.2012' the company acquired Wildfire Interactive Inc., Redwood City, CA.
On lure 6, 2012, the company acquired Quickoffice Inc., Plano, TX.

On June 1, 2012, the company acquired the technology, patents and "certain assets” of online trust seal provider
KikScere from Interactive Securlty Group, LLC, Washingtan, D.C.

On May 24, 2012, the company acquired Mike & Maalke Inc., San Francisco, CA.
On May 22, 2012, the company acquired Motorola Mobillty Holdings Inc., leertyvll.lé, IL
On April 2, 2012, the company acquired TXVia Inc., New York, NY.
On March 20, 2012, the company acquired Kevin Rose, Founder of &ilk Inc,, Silicon Valley, CA.
On March 1, 2012, the compény sold its GoogleSharing sharing privacy service to Abine Inc.,, Cambridge, MA.
On December 13, 2011, the company acquired Clever Sense Inc., Mountain View CA,
©On December 9, 2011, the company acquired Rightsflow Inc., New York, NY.
on October 11, 2011, the company acquired SoclalGrapple.
On September 22, 2011, the company acquired Fridge.
On September 19, 2011, the company acquired Dally Deals GmbH (Daily Deals) for $114 million in cash,
On September 8, 2011, the company acquired Zagat Survey LLC.
GOn September 2, 2011, the company acquired Zave Networks Inc.
On August 1, 2011, the company acquired The Dealmap.
On July 19, 2011, the company acquired TalkBin.
on July 11,2011, the company acquired Punchd Labs Inc.
On June 18, 2011, the company acquired Sagetv, £LC.
On May 24, 2011, the company acqulred Sparkbuy.
https:fcreditreports.dnb. comfnabappiwes/stores/servet\ViewR epart?orderliemld=108708744&do=print
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On April 12, 2011, the company acqulred ITA Software, Inc,
On March 15, 2011, the company acquired Fflick for $10 mitllion.

LARRY PAGE. Director since 1998. He Is one of the company's feunders and serves as Its CEO since April 2011.
From July 2001 to April 2011, he served as Presidert, Products. In addition, from September 1998 to July 2001, he
served as TEO, and from September 1998 to July 2002, as CFO. He holds a Master of Science degree In computer
science frem Stanford University and a Bachelor of Sclence degree in engineering, with a concentration in
computer engineering, from the University of Michigan.

PATRICK PICHETTE. He has served as the company’s Senlor Vice President and CFO since August 2008. Prior to
joining the company, from January 2001 to July 2008, he served as an executive officer of Bell'Canada Enterprises
Inc. as the Presldent of Operations for Bell Canada, and prevlously as Executive Vice Preslident, CFO, and
Executive Vice President of Planning.and Performance Management. Prior to joining Bell Canada Enterprises, from
1996 to 2000, he was a Principal at McKinsey & Company from 1994 to 1996, he served as the Vice President and
CFO of Cail-Net Enterprises Inc. He holds 2 Master of Arts degree in philosophy, politics, and economlcs from
Oxford University, where he attended as a Rhodes Scholar, and a Bachelor of Arts degree In Business
Administration from Universlte du Quebec a Montreal.

NIKESH ARORA. He has served as the company's Senior Vice President and Chief Business Officer since lanuary
2011. Previously, he served as the company's President for Global Sales Operations & Business Development from
April 2009 to December 2010, and as the company’s President for International Operations prior to that. Prior to
joining the company in December 2004, he served as the Chlef Marketing Officer and a member of the
management board at T-Mebile Europe. Prior to that, he worked for Deutsche Telekom, Putnam Investments and
Fidelity Investments. He holds a Master of Business Administration degree from Northeastern University, a Masters
degree from Boston College, and a Bachelor of Science degree in electrical engineering from the Institute of
Technology in Varanasi, India. He is also a chartered Financial Analyst, ’

DAVID C DRUMMOND. He has served as the company's Senior Vice President for Corporate Development since
January 2006 and as Chlef Legal Officer since December 2006, Previously, he served as the company's Vice
President for Corporate Development and General Counsel since February 2002. Prior to jolning the company from
July 1999 to February 2002, he served as CFO of SmartForce. Prior to that, he was a Partner at the law flirm of
Wilson Sonsinl Goodrich & Rosati. He holds a Juris Doctor degree from Stanford University and a Bacheior of Arts
degree in history from Santa Clara University.

ERIC E SCHMIDT. Director since 2001, He has served as the company's Executive CHB since April 2011, From July
2001 to April 2011, he served as the company's CEO. He was the CHB from March 2001 to April 2004, and agaln
from April 2007 to Aprll 2011, Prior to joining the company, from April 1997 to November 2001, he served as the
CHB of Novell, Inc. and from April 1997 to July 2001, as the CEO of Novell. From 1983 to March 1997, he held
various posltions at Sun Microsystems, Inc., including CTO from February 1994 to March 1997, and President of
Sun Technology Enterprises from February 1991 to February 1994, He holds a Doctoral degree and a Masters
degree In computer science from the University of California at Berkeley, and a Bachelor of Sclence degree in
electrical engineering from Princeton University.

SERGFEY BRIN. Director since 199B. He is one of the company's founders, He served as the company's President,
Technology.

L JOHN DOERR. Dlrector since 1999. He is a General Partner of Klelner Perkins Caufield & Byers.
DIANE B GREENE. Director since 2012. She Co-Founded VMware and served as [ts President and CEO.
JOHN L HENNESSY, Director since 2004. He is the President of Stanford University.

ANN MATHER. Director since 2005. She served as Executive Vice President and CFO of Pixar.

PAUL S OTELLINI. Director since 2004, He is the CEO and President of Intel Corparation.

K RAM SHRIRAM. Director since 1998. He Is @ Managing Partner of Sherpalo Ventures, LLC.

SHIRLEY M TILGHMAN. Director since 2005. She is the President of Princeton University,

Click below to buy a Business Information Report on that family member

Subsidiaries (US):
Androld, Inc. Mountain View, CA DUNS # 96-253-2110

mjmmm.dnhmmmwwmmmmmwuem105705744&dc=prtm /e



1072313

Channe: Intelligence, In¢,
Click Holding Corp.
Docverse, Inc.

Doubleclick Inc,

Google

Google International LLC
Google International LLC
Google Payment Corp.
Google Special Services Inc.
Invite Media Inc.

Ita Software, LLC

Last Software, Inc.

Makan| Power, Inc.
Metaweb Technologies, Inc.
Moterola Mobility Heldings, Inc.
NIk Software Inc

On2 Technologles, Inc.
Postinl, Inc.

Quickofflce, Inc.

Rightsflow, Ing

Sagetv, LLC

Saynow Corporation

Slide, Inc.

Teracent Corporation

D&B Business Information Report GOOGLE INCT.

Kissimmee &L
New York, NY

San Francisco, CA
New York, NY
Atlarta, GA
Meurtain View, CA
Mourtain View, CA
Mourtaln View, CA
Mountain View, CA
Phlladelphla, PA
Cambridge, MA

‘Mountaln View, CA

Alameda, CA
Mountain View, CA
Libertyville, IL
San Marcos, CA
Cliftcn Park, NY
Mourtaln View, CA
Plano, TX

New York, NY
Redondo Beach, CA
Mourtain View, CA
San Francisco, CA
Mourtaln View, CA

DUNS # 08-218-4511
DUNS # 60-217-3754
DUNS # 96-152-9630
DUNS # 93-888-4483
DUNS # 13-189-3617
DUNS # 62-260-4416
DUNS # B80-030-4540
DUNS # 96-231-0B55
DUNS # 07-843-9708
DUNS # 80-118-5179
DUNS # 12-574-6177
DURNS # 01-620-0111
DUNS # 78-983-2917
DUNS # 62-419-0612
DUNS # 96-342-0638
DUNS # 02-036-2948
DUNS # 87-756-9952
DUNS # 12-535-8205
DUNS # 61-045-9096
DUNS # B0-780-1472
DUNS # B0-719-7970
DUNS # 79-255-9416
DUNS # 61-070-8401
DUNS # 93-262-0656

This list Is limited to the first 25 subsidiaries.

Subsidiaries (Intarnational):

BEATTHATQUOTE.COM LTD London, UK (ENGLAND, SCOTLAND,

DUNS # 34-535-7045

CRYSTAL COMPUTING SPRL

Global 1p Solutions (Gips} Holding AB
GOOGLE EGYPT LLC

Google Finland Oy

GOOGLE FRANCE

Goeogle Germany GmbH

GOOGLE INTERNATIONAL - JORDAN
GOOGLE JAPAN INC.

GOOGLE KENYA LTD

Google Korea LLC.

Google Mxico, 5. de R.L. de C.V.
Google Norway AS

Google Operaciones de M,xico, S. de R.L:

de C.\V,

GOOGLE PAYMENT AUSTRALIA PTY. LTD.

GOOGLE TRANSPORTION

GODGLE UAE

Motorola Mobility International Limited
Motorola Mebility International Limlited
Postrank Inc

Pushlife Inc

Tuike Finland Oy

Branches (US):

Google Inc.
Google Inc.
Google Inc.

WALES, N.IRELAND)
Saint-Ghislain, BELGIUM
Stockhelm, SWEDEN

CAIRQ, EGYPT

HELSINKI, FINLAND

PARIS, FRANCE

Hamburg, GERMANY

AMMAN, JORDAN

MINATO-KU, JAPAN

NAIROBI, KENYA

SEOUL, KOREA, REPUBLIC OF
CIUDAD DE MEXICO, MEXICO
Oslo, NORWAY

CIUDAD DE MEXICO, MEXICO

PYRMONT, AUSTRALIA

ABL DHABI, UNITED ARAB
EMIRATES

DUBAI, UNITED ARAB EMIRATES
HAMILTON, BERMUDA
HAMILTON, BERMUDA

‘WATERLOQ, CANADA

TORONTO, CANADA
HAMINA, FINLAND

Tempe, AZ
Irving, CA
Irvine, CA

htipa://crediraparts.dnb.comwebappiwes/stores/serv et ViewReport?orceriismig=108708744&do=print

DUNS # 37-600-5869
DUNS # 63-299-0784
DUNS # 85-048-1980
DUNS # 54-001-9486
DUNS # 26-468-3306 -
DUNS # 33-046-5266
DUNS # 53-469-0974
DUNS # 69-700-3908
DUNS # 85-049-1613
DUNS # 63-103-8325
DUNS # 81-283-6955
DUNS # 73-124-0094

DUNS # §1-420-1489
DUNS # 75-551-5736
DUNS # 85-103-9849

DUNS # B85-121-1056
DUNS # B7-567-6520
DUNS # 87-567-0668
DUNS # 24-597-5516
DUNS # 24-564-5795
DUNS # 65-114-1876

DUNS # 80-119-9261
DUNS # 03-819-9799
DUNS # 16-986-2653
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Google Inc.

Google Inc,
Goeogle Inc.
Goojle Inc.
Google Inc.
Google Inc.
Google Inc.
Google Inc.
Google Inc.
Google Inc.
Google Inc.
Goegle Inc.
Goojle Inc.
Google Inc.
Google Inc.
Google Inc.
Google Inc.
Google Inc.
Goggle Inc.
Google Inc.
Google Inc.
Google Inc.

Branches (International):

D&B Business Information Report: GOOGLE INC.

Mipitas, CAZ

Mourtaln View, CA
Mourtaln View, CA
Mourtaln View, CA
Palo Alto, CA

San Dlego, CA
San Francisco, CA
San Franclsco, CA
San Jose, CA

San Mateo, CA
San Ramon, CA
Santa Manica, CA
Venice, CA
Boulder, CO
Washington, DC
Washington, DC
Atlarta, GA
Austell, GA
Chicago, IL
Chicago, IL

Elk Grave Vlllage, 1L
Cambridge, MA

This list1s |

DUNS # 03-318-0676

DUNS # 03-962-4357
DUNS # 96-507-5436
DUNS # 96-818-2043
DUNS # 06-321-6995
DUNS # 01-195-2422
DUNS # 00-890-0629
DUNS # 05-503-1571
DUNS # 00-633-7696
DUNS # 96-273-6570
DUNS # 03-972-5604
DUNS # B2-957-6979
DUNS # 02-566-8078
DUNS # 60-902-8407
DUNS # 96-532-4739
DUNS # 03-935-4813
DUNS # 80-119-9170
DUNS # 01-391-2136
DUNS # 02-778-1967
DUNS # 62-418-2007
DUNS # B0-695-2391
DUNS # 15-327-8929

Imited to the first 25 branches.

Google Inc
Googie Inc
Gocple Inc

10/10/2013

Description:

KITCHENER, CANADA
TORONTO, CANADA
Montr,al, CANADA

DUNS # 24-336-6874
DUNS # 24-677-4447
DUNS # 24-576-6682

Operates as a technology company, malntains Index of web sites and other enline content for users,
advertisers; Goagle network members, and other content providers. Its automated search
technology helps users to obtain instant access to relevant information from Its online index.

“The company provides targeted advertising and Internet search solutions, as well as hostad.

applications. Its products and services Include Google.com for search and personallzation, which
provides Google Web Search, Google Images, Google Books, Goagle Schalar, Google Finance, .
Google News, Google Videos, Google Blog Search, IGoogle and Personalized Search, Google
Product Search, Google Merchant Center, Google Custom Search, Google Trends, Google Music
Search, and Google Webmaster Tools. The company's products also comprise Google Docs, Google
Calendar, Gmail, Google Groups, Google Reader, orkut, Blogger, Google Sltes, and YouTube, In
additlon, It offers Google Toolbar, Google Chrome, Google Chrome 0S, Google Pack, Plcasa, and’
Google Desktop; and Google GEO preduct line comprising Google Local Search, Google Maps,
Panpramio, Google Earth, Google SketchUp, Google 3D Warehouse, and Google Buliding Maker.

Further, the company provides Android, a mobhlle software platform; Google Mobile, which are
mobile-specific features; Google Checkout, an online shopping service; and Google Labs, a test bed
for engineers and users.

The company also offers Google Ac'Words, an auction-based advertising program; Google AdSense
program for content owners; and Display advertlsing for advertising services.

The offers Google Enterprise product line comprising Google Apps that provides hosted
communication and collaboration teols; Google Search Appliance; Google Site Search; Google
Commerce Search; Google Maps API Premlier for Interactlve Google maps; and Google Earth
Enterprise to visuallze data In a geographic context.

Terms are on contract basls, Sells to general public and commercial concerns. Territory :

https://reciraports.dnb.comwehappiwes/storesiservietMewRepart?orderltemid=1087087448do=print
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Internet usage generally siows during the summer months, and commerclat queries typlcally
increase slgnlificantly In the fourth quarter of each year.

Employees: 53,898 which includes officer{s). 250 employed'here.
Facilitles: Owns 3,500,000 sq. ft. in concrete block a bullding.

Branches: This business has multiple branches, detalled branch information s available in D&B's lInkage or
family tree products.

Subsidiaries: This business has multiple subsidiarles, detailed subsldiary informatlon is available in D&B's linkage
or family tree products.

SIC: NAICS:

Based on informatien in our file, D&B has assigned this 519130 Internet Publishing and Broadcasting and Web
company an extended B8-digit S5IC. D&B's use of 8-digit Search Portals

SICs enakles us to be more specific to a company's 519190 All Other Informatlon Services

operations than If we use the standard 4-dlgit code. 519190 All Other Information Services

L 519120 All Cther Informatlon Servicas
The 4-digit SIC numbers link to the description on the

‘Occupational Safety & Health Administration (OSHA)
Web s'te. Links open In a new browser window.

48130204 Web search portals

73750000 Information retrieval services
73759301 Data base Information retrieval
73759902 On-line data base information retrieval

The D&B FAYDEX Is a unique, dollar weighted indicator of payment performance based on up to 478 payment
experiences as reported to D&B by trade references.

3-Month D&:B PAYDEX: 67 pas PAYDEX: 68
When weighted by dollar amount, payments to When weighted by dollar amount, payments to
suppliers average 18 days beyond terms. suppliers average 17 days beyond terms,
v v 0 4 A 9
| = Fom——si s ) iy |
High Risk 1wy Rtk High gk Lo Ris':
Based on trade collected over last 3 months. Based on up to 24 months of trade.

When dollar amounts are not considered, then
approximately 66% of the company's payments are
within terms.

The Paymant Summary section reflects payment information in D&B's file as of the date of this report.

Below Is an overview of the company's dollar-welghted payments, segmented by its suppliers' primary industries:

Total Total Dollar Largest High Within Days Slow
Rev'd Amts . Cradit’ Terms <31 31-60 61-90 90>
(#) (%) (%), (%) (%)

hﬂps:llcraditreports.dnb.mmshwrMBMWﬂRemw{m1DBTOST#MFprlnt
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Top industries;

Telephone communictns 34 3,854,000 3,000,000 100 - - -
MNonclassiied 26 3,275,900 2,000,000 69 31 - -

Public finance . 15 1,898,750 700,000 99 1 - -

Whol computers/softwr 11 3,332,550 3,000,000 100 - . -

Mfg computers g 13,215,000 6,000,000 51 49 = -
Radiotelephone commun 8 4,266,000 2,000,000 77 - - 23
Detective/guard svcs 6 1,900,050 500,000 50 S0 - -

Misc business credit 3 1,650,750 900,000 50 50 - - -
Mfg telephone equip Z 6,005,000 6,000,000 50 - 50 - N
Whol appliances 1 10,000,000 10,000,000 50 50 - - -
OTHER INDUSTRIES 270 17,148,900 1,000,000 65 24 8 1 2
Other payment catagories:

Cash experiences 73 12,100 2,500

Payment recard unknown 17 256,400 200,000

Unfavarable comments 1 500 500
Placed for collections:

With D&B 0 0

Other 2 N/A

Total in D&B's file 478 66,855,900 10,000,000

The highast Now Owaes on flle is $10,000,000
The highest Past Due on file is $2,000,000

Dun & Bradstreet has 478 payinent experiences In its file for this company. For your cenvenience, we have
displayed B0 representative experiences in the PAYMENTS section.

Deiuliad Payment History

Dete Peported Paying Rocord High Cradit Mow Dwas Paust Due Selling Tarms - Lust Saje

(min/yy) (%) ($) (% Wiithin
(monthz)
10/13 Ppt 200,000 o 0 6-12 mos
Ppt 75,000 60,000 500 1 mo
Ppt 5,000 0 0 2-3 mos
Ppt 2,500 0 0 6-12 mos
Ppt 50 50 ¢ 1 mo
Ppt 50 0 0 2-3 mos
Ppt-Slow 30 55,000 55,000 0 N30 1mo
Ppt-Siow 30 5,000 ) 0 1me
Ppt-Slow 30 250 0 0 2-3 mos

hitps:/crecitraports.dnb.comnebappives/stores/servietViewR eport Torderitamid= 1087087448do=prin
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Ppt-Siow 90

Slow R

ey "

Tocn
08/13 Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

PRt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt

Ppt-Slow 15

Ppt-Slow 30

Ppt-Slow 30

Ppt-Slow 30

Ppt-Slow 30

Ppt-Slow 30

Ppt-Slow 30

Ppt-Slow 30

D&B Business Information Report: GOOGLE INC.

2,500
g )
AT )
L0460
900,000
200,000
200,000
100,000
95,000
40,000
40,000
30,000
20,000
15,000
15,000
10,000
10,000
7,500
7,500
5,000
5,000
2,500
2,500
1,000
1,000
1,000
1,000
1,000
1,000
1,000
750

500

250

100

100

50

[ I = IR = B = I = I = I =

2,000,000
500,000
400,000
300,000

55,000
40,000
20,000
15,000

33%

J

0
35,000
100,000
100,000
20,000
45,000
]
30,000
0
20,000
15,000
750
5,000

(=T = T = B = |

2,500
1,000
1,000
1,000

500
1,000

250

o
[ = = ]

1,000,000
500,000
300,000
250,000

55,000
0
0
15,000

cocoo0QoaaoQa

OOQQOOQODQOOGDOODOOOOOOOOOOOOOBOE’OOO

200,000
70,000
55,000

35,000

10,000
0

0
5,000

htipa:/ferediireporte.dnb.comiwvebappfvcs/stores/servetViewR eport?orcerttemid=1087087448dc=prirt

PROX
N3G

N30

N30

N30
N30

N30

6-12 mos
=1 e
w1 o

5 inee

1me

1mo

1 mo

1 mo

1 mo
6-12 mos

1 mo
2-3 mos

1 mo

1 mo

1 mo

1 mo
6-12 mos
2-3 mos
6-12 mos
6-12 mos
2-3 mos

1 mo
6-12 mos

1 mo
2-3 mos
6-12 mos

1 mo

imo

1 mo

1 mo
4-5 mos
4-5 mos

1 mo
4-5 mos

1 mo
6-12 mos

i me
6-12 mos
6~12 mos

1me

1 mo

1mo
6-12 mos

imo

1 mo

1 mo

1 mo

1 mo
2-3 mos
6-12 mos

1 mo

12z



102313 D&B Business Information Repork: GOOGLE INC.

10,000 % 0

Ppt-Slow 30 1t mo
Ppt-Slow 30 10,000 0 v} N15 4-5 mos
Ppt-Siow 30 7,500 2,500 2,500 1mo
Ppt-Slow 30, 750 0 0 4-5 mos
Ppt-Slow 60 100 0 0 4-5 mos
Ppt-Slow 120 10,000 10,000 10,000 6-12 mos
Ppt-Slow 120 7,500 7,500 7.500 N30 4-5 mos
Ppt-Slow 150 50 0 4] 6-12 mos
Slowy +k =0, Wi J J 23 m=
Sew 0 200 v i PO <5 mes
L i 5 0 o =3 M
B 5 < n a 9-17 rivos
Slo o« Tu- <AN U ERCERLT
S Tl L, C00 Tsn U 1o
Sy DNZ ERAE h ¢ < Hmee
Ten i -,900 B u Caetiryes
SLRS TS A B G J Rl P h
wlon Afel iy 1000 n Q = o
(079) Sales COD 1 mo
(080) i  Sales COD 1 mo

Payment experlences reflact how bills are met in relation to the terms grénted. In some instances payment beyond
terms can be the result of disputes over merchandlse, skipped involces etc,

Each experlence shown is from a separate suppller. Updated trade experlences replace those previously reported.

07/26/2013

Interim Consolidated statement dated JUN 30 2013 {in thousands}:

Assels Liabllities
Cash 16,164,000 Accts Pay 1,758,000
Accts Rec 7,321,000 Short-Term Debt 3,000,000
Inventory 342,000 Accruals 3,261,000
Mktble Securities 38,268,000 Accrued Exps & Other Current Liabs 3,300,000
Rec Under Rev Repurch Agrmnts 770,000 Securitles Lending Payable 3,211,000
Deferred Income Taxes-Net 1,148,000 Other Curr Liabs 799,000
Income Taxes Recelvable-Net 72,000
Az;'g{:aid Rev Share/Exp & Other 2,776,000
Curr Assats $66,861,000 Curr Liabs $15,329,000
Fixt & Equip 12,912,000 Long-Term Debt 1,989,000
A:;gfald Rev Share/Exp & Other 1,891,000 Income Taxes Payable 2,271,000
Investments-Other 1,564,000 L.T. Uab-Other 2,609,000
Intangible Assets-Net 6,558,000 Def. Credits/Income 132,000
Goodwill 11,396,000 COMMON STOCK 24,334,000
nggUM OTHER COMPREHENSIVE (398,000)
RETAINED EARNINGS 54,916,000
Total Assets %$101,132,000 Total $101,182,000

hiips:#ereciirepcris. dnb, comiwebappivecs/stores/servet/ViewR eportforderttemid=1087087448do=print

1322
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$6,574,000,000,

D&8 Business Information Repart: GOOGLE ING.

From JAN 01 2013 to JUN 30 2013 sales $28,074,000,000 st of goods sold $12,007,000,000. Gross profit
$16,067,000,000; operating expenses $9,467,000,070, Operating income $6,600,000,000; other Income
$1,077.000,000; net Income before taxes $7,677,000,000; Federal Income tax $1,103,000,000; net income

Statement obtalned from Securities A.nd Exchange Commlss}on. Prepared from books without audit.

Accounts racelvable shown net less $505,000,000 allowance. Fixed assets shown net less $6,343,000,000

depreciation.

Explanation=

The net worth of this company Includes intangibles; Other Long Term Liabilities consist of deferred income taxes

and other long termn liabilities.

02/18/2013

Three-year statement comparative:

Current Assets
Current Liabs
Current Ratip -
Working Capital
Other Asseats
Net Worth

Sales

Long Term Uab
Net Profit (Loss)

Fiscal
Consolidated
Dec 31 2010

41,562,000,000
$,996,0C0,000
4,16
31,566,000,000
16,289,000,000
46,241,000,000
29,321,000,000
1,614,020,000
8,505,000,000

Fiscal Consolidated statement dated DEC 31 2012:

Assets
Cash
Accts Rec
Inventory

Mktble Securities

Rec-Under Reverse Repurch
Agrmnt

Deferred Income Taxes-Net_ ‘
Frepaid Rev Share/Exp & Other
Asset
Curr Assats
Fixt & Equip

Prepald Rev Share/Exp & Other
Asset '

Investments-Other
[ntangible Assets-Net
Goodwlll

Total Assets

Fiscal
Consolidated
Dec 31 2011

52,758,000,000
8,913,000,000
5.92
43,845,000,000
19,816,000,000
58,145,000,000
37,905,000,000
5,516,000,000
9,737,000,000

14,778,000,000
7,885,000,000
505,000,000
33,310,000,000
* 700,000,000
1,144,000,000
2,132,000,000

$60,454,000,000
11,854,000,300

2,011,000,200

1,469,000,000
7,473,000,000
10,537,000,000

$93,798,000,000

Llabillilas

Accts Pay
Short-Term Debt
Accruals

Taxes’

Accrued Exps & Other Current

Llabs

Securities Lending Payable

Other Curr Liabs

Curr Liabs
Leng-Term Debt

Income Taxes Payable

L.T. Liab-Other
Def, Credits/Income

COMMON STOCK

ACCUMOTHER -
-COMPREHENSIVE INCOME
RETAINED EARNINGS

Total

Htps:llcradlh‘epcrts.mb.cam.ebappims!storeslser\ldnﬁemﬂeport?ordafltenidi106708?44&do= print

] Fiscal
Consolidated
Dec 31 2012

60,454,000,000
14,337,000,000
4,22
46,117,000,000
33,344,000,000
71,715,000,000
50,175,000,000
7,746,000,000
10,737,000,000

2,012,000,000
2,349,000,000
3,710,000,000

240,000,000

3,258,000,000
1,673,000,000
895,000,000

$14,337,000,000
2,988,000,000

2,046,000,000
2,612,000,000
100,000,000
22,835,000,000
538,000,000
48,342,000,000
$93,798,000,000

14722
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From JAN 91 2012 to DEC 31 2012 annual sales §50,175,888,000; cost of goods sold $20,634,000,000. Gross profit
$29,541,000,000; operating expenses $16,781,000,200. Operatlng Income $12,760,000,000; other income

$626, 030 ,000; net Income before taxes $13, 386 000,000 Federal Income tax $2,598,000,000. Net income
$10,737,000,000. Net Loss From Disc Operations $(51,000,000).

Staterment obtalned from Securities And Exchange Commission. Prepared from statement(s) by Accountant: Ernst
& Young, LLP, San Jose, California.

ACCOUNTANT'S OPINION

A review of the accountant's opinion indicated that the financial statement meets generally accepted accounting
principles and the audit contains no qualifications.

Accounts racelvable shown net less $581,000,000 allowance. Fixed assets shown net iess $5,843,000,000
depreciation.

Explanations

The net worth of this company includes Intangibles, Other long term liabilities consist of deferred income taxes-net
and other .ong term liabllities.

The report was updated using information the company filed with the Securities and Exchange Commission.

Although the financial statements reflect a good financial condition, an overall fair composite credit appraisal has
been asslgned due to occasional reports of slow trade payments that are contained in the D& files.

Statement date: DEC 31 2012

Based on this number of establishments: 17

Firm ‘ Industry Median

Return of Sales: 21.4 Return of Sales: 1.2

Current Ratio: 4.2 Current Ratlo: 1.6

Assets / Sales: 186.9 Assets / Sales: 167.1

Total Liabifity / Net Worth: 30.8 Total Liability / Net Worth: 173.1
02713 Account{s) averages low 5 flgures. Account open over 10 years.

The foliowing Public Filing data is for Information purposes only and Is not the official record. Certified coples can
only be oktained from the official source.

Judgment award: %$60,000

Status: Unsatisfiad

FILING NO.: 2010CA0Q09946

Judgment type: Judgment

Against: GOOGLE INC., WASHINGTON, DC and OTHERS
In favor of; DAVID JOSEPH, INC.

Whara filed: DISTRICT OF COLUMBIA SUPERIOR COURT, WASHINGTON, DC
Date status attained: 05/06/2011

Date entered: 05/06/2011

Latest Info Recelved: 08/19/2013

Status: Unsatisfied

CASE NO.: 06V00359

Judgment type: Judgment

hitps:/fcredireperts.dnb.comwebeppiwes/storesiservet/ViewReport Porderitemid= 1087087443do=print
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Against:
In favar of:
Where filed:

Date status attained:
Date sntered:
Latest Info Recelved:

Sult amount:
Status:
CASE NO.:
Plaintiff:
Defendant:
Cause;
Where filed:

Date status attained:
Date flled:
Latest Info Received:

Sult amount:
Status:

CASE NO.:
Plaintiff:
Defendant:
Where filed:

Date status attalned:
Date flled:
Latest Info Received:

Status:
DOCKET NO.:
Plaintiff;
Defendant:
Where filed:

Date status attained:
Date filed:
Latest Info Received:

Suit amount:
Status:
CASE NO.:
Plaintiff:
Defendant:
Cause:
Where filed:

Date status attained:
Date filed:
Latast Info Recelved:

Status:
CASE NO.:
Plaintiff:
Defendant;
Cause:
Where flled:

Date status attalned:
Data filed:
Latest Info Received:

D&B Buslness Information Report: GOOGLE INC.

GOODGLE INC 338
SAMUELS, JEFFREY

LOS ANGELES CCUNTY SMALL CLAIMS COURT/VAN NUYS BRANCH, VAN NUYS,

CA

01/19/20086
01/19/2006
04/07/2006

$10,000

Pending

13M05486

SCOTT JOHN

GOOGLE ADSENSE INC., MOUNTAIN VIEW, CA

SMALL CLAIMS (LIMITED JURISDICTION)

LOS ANGELES COUNTY SMALL CLAIMS COURT/LOS ANGELES, LOS ANGELES,
CA

06/17/2013
06/17/2013
06/21/2013

$350

Pending

2013650136HLH

COLE WESLEE CHAMBERLAIN

GOOGLE INC

ORANGE COUNTY SMALL CLAIMS COURT/LAGUNA HILLS, LAGUNA HILLS, CA

05/16/2013
05/16/2013
05/31/2013

Pending

20125CI100094

CARTER BRIAN

GOOGLE INC

BUTLER COUNTY MUNICIPAL COURT- FAIRFIELD, FAIRFIELD, OH

11/13/2012
11/13/2012
01/09/2013

$11,000

Pending

HS12626165 |

LARRY D. TRINDELL

GOOGLE INC.

UNFAIR BUSINESS PRACTICE

ALAMEDA COUNTY SMALL CLAIMS COURT/HAYWARD, HAYWARD, CA

04/17/2012
04/17/2012
05/04/2012

Pending

CGCU11515924

KERRY C. PETERSON

GOOGLE INC.

DEFAMATION .

SAN FRANCISCO COUNTY SUPERIOR COURT, SAN FRANCISCO, CA

11/15/2011
11/15/2011
12/02/2011

hitps:eracitreperts.dnb.comiwebappiwca/stores/serdet/\ViewReportforderitemid= 108708744 8do=r- it
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Suit amount:
Status:
DOCKET -NO.:
Plalintiff:
Defendant:
Where filed:

Date status attalned:
Date flled:
Latest Info Received:

Suit amount:
Status:
CASE NO.:
Plaintiff:
Defendant:
Cause:
Whare Filed:

Date status attained:
Date filad:
Latest Info Receivaed:

Status:
CASE NO.;
Pialntiff:
Dafendant:
Cauce:
Whaere flled:

Date status attained:
Date filed:
Latest Info Received:

Suit amount:
Status:
CASE NO.:
Plaintiff:
Defendant:
Cause:
Where filed:

Date status attalned:
Date filad:
Latest Info Receivad:

Sult amount:
Status:
CASE NO.;
Plaintiff:
Defendant:
Whera flled:

Data status attained:
Date filed:
Latest Info Raceived:

D&B Business Information Report: GOOGLE INC.

%5,000 3

Pending

11M5 1451

FASULLO LOUIS

GOOGLE INC

COOK COUNTY CIRCUIT COURT/5TH MUNICIPAL DIVISION, OAK LAWN, IL

10/04/2011
10/04/2011
11/01/2011

$7,500

Pending

SCE8124738

JOSEPH A. EKMAN

GOOGLE INC. AND OTHERS

Negligence

SAN MATEO COUNTY SMALL CLAIMS COURT/REDWOOD CITY, REDWOOCD CITY,
CA

09/02/2011
09/02/2011
10/03/2011

Dismizsed

11301493

ALRIGHTDEALS

GOQGLE INC. AND OTHERS

SMALL CLAIMS (LIMITED JURISDICTION) .

LOS ANGELES COUNTY SMALL CLAIMS COURT/WEST COVINA, WEST COVINA,
CA

10/05/2011
08/25/2011
11/15/2011

590,000

Pending

111CVU203909

DAVE VESCIO

GOOGLE INC. AND OTHERS

EMPLOYMENT VIOLATIONS

SANTA CLARA COUNTY SUPERIOR COURT, SAN JOSE, CA

06/27/2011
06/27/2011
08/08/2011

$4,990

Pending

11C-267

NORMAN FERGUSON

GOOGLE INC AND OTHERS

KANAWHA COUNTY MAGISTRATE COURT, CHARLESTON, WV

01/27/2011
01/27/2011
04/12/2011

If it Is Indicated that there are defendants other than the report subject, the lawsuit may be an actien to clear title
to property.and does not necessarily imply a claim for morniey against the subject.

A lienholder can file the same llen in more than one filing locatien. The appearance of multiple liens filed by the
same lienholder against a debtor may be indlcative of such an occurrence.

Status:

Open

hitps:Aicreditraports.dnb.comfwebappiwcs/stores/serdel/ViewReport Torder fianid=1087087448do=print 17/22



10/2313 D&B Busi ess Information Report: GOOGLE INC.

DOCKET NO.: 13-0305524 338

Type: State Tax

Filed by: STATE OF ALABAMA

Against: GOQGLE INC

Where fllad: SECRETARY OF STATE/UCC DIVISION, MONTGOMERY, AL
Date status attained: 06/26/2013

Date flled: 06/26/2013

Latest Info Racelved: 06/30/2013

Amount: $628

Status: Open

CASE NO.: 113000223918

Type: - Judgment lien )

Filed by: STATE OF FLORIDA, DEPARTMENT OF REVENUE
Against: GOOGLE INC

Wherae filed: SECRETARY OF STATE/UCC DIVISION, TALLAHASSEE, FL
‘Date status attained: 01/30/2013

Date filed: 01/30/2013

Latest Info Received: 08/07/2013

Amount: £628

Status: Terminated

CASE NO.: J13000519810

Type: Judgment lien

Filed by: STATE OF FLORIDA, DEPARTMENT OF REVENUE
Against: GOOGLE INC

Where filed: SECRETARY OF STATE/UCC DIVISION, TALLAHASSEE, FL
Date status attained: 03/06/2013

Data filed: 01/30/2013

Latast Info Received: 09/12/2013

Amount: $3,139,668

Status: Released

FILING NO.: 2013-003351

Type: State Tax

Filad by: STATE OF MICHIGAN

Against: GOOGLE INC

Wherae filed: INGHAM COUNTY REGISTER OF DEEDS, MASON, MI
Date status attalned: 05/15/2013

Date flled: 01/18/2013

Latest Info Received: 07/19/2013

Amount: $9,122,657

Status: Releasad

FILING NO.: 13-7346096362

Type: State Tax

Filed by: CA EMPLOYMENT DEVELOPMENT DEPARTMENT
Against: GOOGLE INC, )

Where flled: SECRETARY OF STATE/UCC DIVISION, SACRAMENTO, CA
Date status attained: D4/30/2013

Date filed: 0i/15/2013

Latest Info Received: 07/11/2013

Amount: $141,226 Franchise

Status: Open

CASE NO.: 2013004637

Type! State Tax

Filed by: DISTRICT OF COLUMBIA

Against: GOOGLE INC.

Where Hled: DISTRICT OF COLUMBIA RECORDER OF DEEDS, WASHINGTON, DC
Date status attained: 01/09/2013

Date filed: . 01/09/2013

Latest Info Recalved: 0270172013

mvr«wwm.mmmﬁmmwﬁummmmrwimw1oavoa?44&do=print
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Amount:
Status:

CASE NO.:
Type:

Flled by:
Agalinst:
Where filed:

Date status attained:
Date filed:
Latest Info Recelved:

Amount:
Status:
CASE NO.:
Type:

Flled by:
Against:
Where filed:

Date status attained:
Date filed:
Latest Info Recelved:

Status:
DOCKET NO.:
Type:

Filed by:
Against:
Whare filed:

Date status attained:
Date fllad:
Latest Info Received:

Amount:
Status:
BOOK/PAGE:
Type:

Filed by:
Agalinst:
Where filed:

Date status atteinad:
Date flled:
Latest Info Recelved:

DA&B Business Information Report: GOOGLE INC.

$9,121,170 339
Realeased

22039440

State Tax )

CA EMPLOYMENT DEVELOPMENT DEPARTMENT

GOOGLE INC.

SANTA CLARA COUNTY RECORDER OF DEEDS, SAN JOSE, CA

04/09/2013
01/08/2013
04/17/2013

$1,196

Open

12-1828033

County Tax

TAX COLLECTOR

GOOGLE, INC .

LGOS ANGELES COUNTY RECORDER OF DEEDS, NORWALK, CA

11/30/2012
11/30/2012
12/31/2012

Open

12-0620413

State Tax

STATE OF ALABAMA

GQOGLE INC

SECRETARY OF STATE/UCC DIVISION, MONTGOMERY, AL

11/28/2012
11/28/2012
12/09/2012

$2,994

Open

1630/0631

State Tax.

STATE OF SOUTH CAROLINA

GOOGLE INC .

RICHLAND COUNTY REGISTER OF DEEDS, COLUMBIA, SC

0%/07/2010
09/07/2010
10/22/2010

This data Is for informational purposes only, certification can only be obtained through the Sacramento Office of

the Callfornia Secretary of State.

Collateral:
Type:

Sec. party:
Debtor:

Filing number:
Filed with:

Date filed:
Latest Info Received:

Inventory and proceeds - Account(s} and proceeds - Equipment and proceeds
Original ’

THE BOELTER COMPANIES, INC, GLENDALE, WI

GOOGLE INC

097211436104

SECRETARY OF STATE/UCC DIVISION, SACRAMENTO, CA

10/16/2009
10/22/2009

This data s for informational purposes only, certification can only be obtained through the Sacramento Office of

the California Secretary of State.

Collataral:

Type:
Sac. party:

Assets
Original
CLINARD, JONATHAN TODOD, KELSO, WA JANUARY 19TH FOUNDATION,

hﬂpsﬂcradkepcrle.drb.oarﬂmbamhm!stueslserdeﬂ\ﬂaﬁapat?mcaﬂenﬂd-103m7M8do=prim 1922



102313

Debtor:
Filing numbaer:
Flled with:

Date flled:
Latest Info Recelved:

D&B Busiress Information Report; GOOGLE INC.

ZURICH JUSTICE TRUTHAND COMMITMENT, ZURICH SUXXESS, ZURICH and
OTHERS :

GOOGLEMAIL AND GMAIL - GEORGE HILLMAN and OTHERS

200922596227

SECRETARY OF STATE/UCC DIVISION, OLYMPIA, WA

08/13/2009%
08/20/2009

This data Is for Informational purposes only, certification can only be obtained thraugh the Sacramento Office of

the Californla Secretary of State,

Collateral:

Type:
Sec. party:

Dabtor:
Filing number:
Filed with:

Date filed:

Latest Info Raceived:
Original UCC filed date:
Original filing no.:

Account(s) - Assets

Amendment A

CLINARD, JONATHAN TODD, KELSO, WA JANUARY 19TH FOUNDATION,
ZURICH JUSTICE TRUTH AND COMMITMENT, ZURICH SUXXESS, ZURICH and
OTHERS

GOOGLEMAIL AND GMAIL - GEORGE HILLMAN and QTHERS

200924433544 ‘

SECRETARY OF STATE/UCC DIVISION, OLYMPIA, WA

05/01/2009
09/10/2009
08/13/2009
200922596227

This dzta is for informational purpeses only, certification can only be obtairied through the Sacramento Office of

the California Secretary of State.

Collateral:
Type:
Sec. party:

Debtor:
Flling number:
Flled with:

Date fllad: _
Latest Info Received:
Original UCC filed date:
Original filing no.:

Account(s) and proceeds

Amendment .

CASHTRADE AG, PFAFFIKON CLINARD, JONATHAN TODD, KELSQO, WA JANUARY
19TH FOUNDATION, ZURICH JUSTICE TRUTH AND COMMITMENT, ZURICH and
OTHERS -

GOOGLEMAIL AND GMAIL - GEORGE HILLMAN and OTHERS

200925457891 ‘

SECRETARY OF STATE/UCC DIVISION, OLYMPIA, WA

09/11/2009
09/25/2009

- 08/13/2009

200922596227

This data Is for informational purposes only, certification can only be. obtained through the Sacramento Office of

the Californla Secretary of State.

Collateral;
Type:
Sec. party:.

Debtor:
Filing number:
Filed with:

Date filad:

Latest Info Receivad:
Original UCC filed date:
Origlnal filing no.:

Assets

Amendment _

JONATHAN TODD CLINARD, TRUSTEE, GREENSBORC, NC THE CLINARD FAMILY
LIVING TRUST, GREENSBORCO, NC THE TRASK GROUP OF COMPANIES, AND
THE CLINARD FAMILY LIVING TRUST .

GOOGLEMAIL & GMAIL - GEORGE HILLMAN and OTHERS

200932322489

SECRETARY OF STATE/UCC DIVISION, OLYMPIA, WA

11/19/2009
11/25/2009
08/13/2009
200922556227

This data is for informational purposes only, certification can only be obtained through the Sacramento Office of

the California Secretary of State.

Callateral:
Type:

Sec. party:
Debtor:

Fillng number:
Filed with:

Equipment and proceeds

Original

UNITED RENTALS (NORTH AMERICA), INC., CHARLESTON, SC
GOOCGLE INC.

2012 1633017 .

SECRETARY OF STATE/UCC DIVISION, DOVER, DE

mxyfmwam.mnmwmmmywﬂwmmmmiw1os7m744&du-mm
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10/23/13 D&B Buslress Information Repart: GOOGLE INC.
Date filed: 04/27/2012 341
Latest Info Recelved: 05/16/2012

This data' Is for informational purposes only, certificztion can only be obtalned through the Sacramento Office of
the California Secretary of State.

Collateral:- Computer equipment - Leased Business machinery/equipment
Type: Original ) )

Sec. party: IKON FINANCIAL SVCS, MACON, GA

Debtor: GOOGLE INC., MOUNTAIN VIEW, CA

Filing humber: 127320797644

Flled with: SECRETARY OF STATE/UCC DIVISION, SACRAMENTC, CA
Date filed: 07/14/2012

Latest Info Received: 07/19/2012

This data Is for Informational purposes only, certification can only be obtained through the Sacramento Office of
the California Secretary of State, '

Collateral: Fixtures - Equipment

Type: Original '

Sec. party: SAM TELL & SON, INC, FARMINGDALE, NY

Debtor: GOOGLE INC, NEW YORK, NY

Filing number: 1105250285744

Filed with: SECRETARY OF STATE/UCC DIVISION, ALBANY, NY
Date filed: 05/25/2011

Latest Info Received: 0s/01/2011

This data Is for informational purposes only, certification can only be obtained through the Sacramento Office of
the California Secretary of State.

Collateral: Business machinery/equipment - Leased Communications equipment including
proceeds and products

Type: : Qriginal

Sec,. party! IKOMN FINANCIAL SVCS, MACON, GA

Debtor: GOOGLE INC

Filing numbar: 087174260166

Filed with; SECRETARY OF STATE/UCC DIVISION, SACRAMENTO, CA

Date filed: 10/04/2008

Latest Info Received: 10/09/2Q008

This data Is for infarmational purposes only, certification can only be obtained through the Sacramento Office of
the Cazlifornla Secretary of State. ’

Collateral: Business machinery/equipment - Leased Business machinery/equipment
including proceeds and products

Type: Original

Sec. party: IKON FINANCIAL SVCS, MACON, GA

Debtor: GBOOGLE INC -

Filing number: 087171847073

Filed with: SECRETARY OF STATE/UCC DIVISION, SACRAMENTO, CA

Date flled: 09/13/2008

Latest Info Received: 09/18/2008

This data s for.informational purposes only, certification can only be obtained through.the Sacramento Office of
the Californla Secretary of State.

Collateral: Business machinary/equipment - Leased Business machinery/equipment
Including proceeds and products

Type: Qriginal

Sec. party: TIKON FINANCIAL SVCS, MACON, GA

Debtor: _ GOOGLE INC

Filing number: 087165632795

Filad with: SECRETARY OF STATE/UCC DIVISION, SACRAMENTO, CA

Date filed: _ 07/18/2008

Latest Info Receivad: 07/24/2008

'mps:!Icradihem.m.wmmmw;wdﬂﬁm;mmwmm108708744&do-prlnt 21/22



102313 D&B Buslness Information Repart: GOOGLE INC.
g2

This data Is for informational purposes only, certification can only be obtalned through the Sacramento Office of
the Calffornia Secretary of State. ' '

Collateral: Business machinery/equipment

Type: Origlnal '

Sec. party: 10S CAPITAL, MACON, GA

Debtor: GOOGLE INC

Filing number: 067096891076 )
Filed with: SECRETARY OF STATE/UCC DIVISION, SACRAMENTO, CA
Date filed: 12/29/2006

Latest Info Received: 01/02/2007

This data Is for informational purposes only, certification can only be obtalned through the Sacramento Office of
the Cailfornia Secretary of State,

Collateral: Leased Business machinery/equipment including proceeds and products
Type: Original

Sec. party: IKON FINANCIAL SVCS, MACON, GA

Debtor: GOOGLE INC., MOUNTAIN VIEW, CA

Filing number: 127301265734

Flled with: SECRETARY OF STATE/UCC DIVISIONM, SACRAMENTQ, CA

Date filed: 0271672012

Latest Info Received: 02/28/2012

There are additional UCC's In D&B's file on this company avalilable by confactlng 1-800-234-3867.

There are additional suits, liens, or judgmeﬁts in D&B's file on this tompany available by contacting
1-800-234-3867,

The public record items contained in this report may have been paid, terminated, vacated or released prior to the
date this report was printed,

Activity summary

Borrower (Dir/Guar): NO
Administrative debt: YES
Contractor: YES
Grantee: NO

Party excluded from federal program(s}: NO

Possible candidate for socio-economic program consideration

Labor surplus area; YES (2013)
Small Business: . N/A

8(A) firm: N/A

The details provided In the Government Actlvity section are as réported to Dun & Bradstreet by the federal
government and other sources.

hﬂps#Icreibepwts.drb.cnnﬂmbappﬂms!st«es!seMaNmeWdaIteﬂF1(3705744&do-prlnt
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LEASE PROPOSAL SUMWARY

Section 4 of this Proposal in respongs to the MFA RFP details Planetary Ventures' ("PV” or
“Offeror”) proposed rent and related terms for a lease agreement for the MFA Assets and
the development and rehabilitation of those assets.

This Section 4 inciudes {(b) (4)

% MFA Lease Proposal outlining
proposed terms and conditions for the lease agreement with NASA including rent, term, use
and other key elements of the proposal. The MFA Lease Proposal is intended to serve as a
road map to the lease negotiations and is not intended to present “take it or leave it” terms.

The elements and key benefits of PV lease proposal are described as follows:
(b} (4)

Positive budget impact over the full 86 year term of the lease, including renewal
options of (b) (4) consisting of:

o Providing rental payments of (b) (4)
o Relieving the Government of the operating and on-going expenses for the
Airfield and Golf Course
« Immediate capital investments in existing assets (b) (4)

o Re-siding and restoration of Hangar One, eliminating the Government's
requirement to fund this work (0} (4)

o (B)(4) restoring Hangars Two & Three (b) (4)

o Providing capital investment in Airfield and Golf Course operations (%) (4)
(b} (4)

Use or discloswre of data cortained on this sheet is subject o the restrictién on the Inalde cover of this Proposal. Section 4 |Page 1

Propesal for Many-gemrent ~rd Operation o” Mofiett Frderal A fie d
anc Renoyion anu Auapi ve Reuse of Huna Ore
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{b) 4)

Use or cisclosura of data contalned on this shest is subject to the restricien on fhe Insida cover of this Propasal. Sectiond | Page 2

Proposat or Manngernent ard Operation o Maoftey Federal Avne'd
ana Renovit'on Jno Audpr v Retise of Hagar Ore




Pages 345-349, Redacted in Full (b}(<)



MFA Lease Proposal

350

This Lease Proposal outlines the Offeror's proposal to lease MFA in its entirety and Is
intended to serve as an initial outlie of certain terms and conditions for negotiation of
the Lease Agreement for the property. The Offeror has taken the Government's
preferences into account by providing the greatest financial return and cost avoidance
with a lease term that makes the proposal viable.

Form of Agreement: Lease Agreement ("LA").

Lessor:

Lessee:

Leased Premises:

Tem:

Renewal Options:

United States of America, acting by and
through the National Aeronautics and Space
Administration {"Government” or "NASA").

Planetary Ventures LLC (“Lessee, Offercr or
PV"). PV is a wholly owned subsidiary of GEV
Real Estate Holdings, Inc., which in tum is a
wholly owned subsidiary of Google Inc.
("Google”).

{1) Hangar One, Buildings 31 and 33 and the
adjacent area comprising approximately 16
acres, (2) the MFA Airfield, including all
runways, taxiways, buffer areas and support
buildings including Building 158, comprising
approximately 8OO acres, and (3) the MFA
Golf Course, comprising approximately 200
acres {collectively, the Leased Premises).

(®) (4)

A sixty (60) year term commencing October 1,
2014 and expiring on September 30, 2074,
subject to termination and renewal rights as
set forth below.

The term of the LA may be extended for
Three (3) Twelve Year (12-year) renewal
terms at the option of the Lessee by glving
written notice of its exercise of each such
option to NASA no later than 365 days prior
to the end of the then current term of the LA,

Usa or tisclosurs of data contalned on this sheet s subjact to the restricticn on the inside cover of this Proposal, Sactlon 4
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(b} {4)
Rent: The rent shall include the Tollowing
components:
(b) (4)

If the LA iz renewed, the annual rental
payment for the first renewal term shall be
$21,000,000, the annual rental payment the
second renewal term shall be $21,500,000,
and the annual rental payment the third
renewal term shall be $22,000,000.

(b} (4}

Use or d.sclosurs of data containsd on thia shest |8 subjsct to the rastrict'an en the inside cover of this Proposal. Section 4
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(k) (4)

Use: The LA shall convey exclusive rights to the
Offeror for the use and enjoyment of the
Leased Premises, subject only to the
provisions of the LA. Tha Airfield and the Golf
Course will continue In their current use,
subject to operational changes after the
completion of the Initial Tenant Improvements
as-described in the "Concept Narrative." It is
anticipated that Hangar One, Two and Three
will be used by the Offeror or its tenants for
research, . testing, assembly, and
development and other related uses for
space, aviation, roverfrobotics and other
technology and scientific areas. The uses will
include 90,000 square fest of
educational/museum () (4)

Lessee Obligations: As part of its obligations as Lessee, the
Offeror (1) will take over complete
responsibility for the operation of the Airfield
and Golf Course, (2) will rehabilitate Hangar
One and implement: the improvements
outlined in the "Concept Narrative" for the
adaptive reuse of Hangar One, (3) will
undertake exierior and interior structural
restoration work for Hangars Two and Three,
and (4) wil implement the improvements
proposed for the Airfield and the Golf Caurse,
all as described in the "Concept Namative.”
{items 2, 3, and 4 above are referred to as
the Initial Commiited Improvements).

Operating Expenses: Lessee shall be responsible for all costs of
operation of the Leased Premises, with the

Lise or disciosura of data contained on this shast |s aubject to the restriclicn cn the inclde cover of this Proposal Sectlon 4
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exception of existing environmental
contamination.

ARFF and ISP: The LA shall include an estimate of annual
ARFF cosis as well as an agreement on the
pro rata percentage of such costs for which
the Lessee shall be responsible. The QOfferor
wili cooperate and assist NASA o negotiate
the best possible annual cost for the ARFF

(b) (4)

Plan Review (b} (4) The LA shall include a negotiated schedule
' and process for plan reviews (0 (4)

) (4)

Suberdination NASA will not be required to subordinate its
fee interest in the Lease Premises to any
financing proposed by the Lesses. The
Lessee may grant a leasehold mortgage on
its interest in the LA to secure financing for
the Leased Premises. (b)({4)

Additional Proparty Information (b) (4)

Use or disclosure of data contained on this sheet [5 subject to the resiriciicn on the inside cover of this Propasal, Seclion 4
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(b) (4}

Lease Stipulations: Various lease stipulation attached to this MFA
Lease Proposal as Exhibit A.

Other Terms and Conditions: The LA shall contain such other terms and

conditions as are necessary or appropriate to
fully reflect the terms of this Proposai.

Use or daciosure of data contained on this sheet is subjaci 1o the restrici’c on the inside cover of this Proposal. Sachion 4
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Page 355, Redacted in Full (b)(4), (b)(7)(F)
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Page 356, Redacted in Full (b)(4)
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Page 357, Redacted in Full (b)(4), (b)(T){F)



358

Page 358, Redacted in Full (b)(4)



